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Dr. Boatright continued O14, 
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"26" — Map accompanying Mr. Davies' report on which 
was superimposed producing erude wells shown 


in Dlack and drilling wells. shown in red O40. 
"24" — Map of Southern Turner Valley to show wells 

in that area (this map taken to be corrected) B43. 
io | Mules OL sproceedines end evidenes,, wolecs 


Standing Committee on Banking and Commerce, 
her erencowmuerice Of Gasoline, printed by 
King's: Printer, Ottawa, 1L9d2, Done 


"eo = Chert shoWine profile North to South of averege 
indo. Of porosity produced by Dr. “bank. D0 


Nar" =\Map showing porosity contour, South end of 
turner Valley and also lower porous 20ne), 
produced by Dr. Link. O71. 


uZo”)6©—= Conclusions in writing presented by the witness 
Prete ee Tks O84. 


oe% ; 
i 
~ 
, 
vale 
i 
Ce Pe + oo b Phig ONE mst ; 
; ! Bay ee * 2B wr, Lag : ‘ / 
Se en ee ne a 
| ; ip 
/ 
4 
‘ s 
3 rs any a KR 
‘es xe 
ae 
Aw gs r 
The Si v 
i 
i 
Sta 
% eats 
. + fe Ss 
. Rae 
Wats : 
. 
: Pa og a 
bose 
24 hee 
i ce 
ae 
a Sah 
. e- a) i 
’ a “i 
Dir ae Axe h 8 


6.3 Davies Cr. kx. = 514 = 
December 16, 1948 
10 OO A.M.Session 


(CONTINUED CROSS-UXaMINATION OF THE WITNESS MR. STANLEY 


J» LeVIES BY DR.» BOATHIGHT). 


Q 


& © 


& 


Mire Davies. I would like to refer to your statement 
Noe 4 cn page 5O and as a factor for analysis of 
the figures on that page I would like to review a 
little cf your past testimony. I believe I am cor- 
rect in stating that from your testimony the gas- 
oil vatio in area "BY ig approximately one-sixth 


ie AAA STS ae TST he EPR Ra LA SANS Wiper es 
the gas-oil vatio of area "4A". 


That is correat. 

Referring then Poe i canons No. 4 I believe that 
your method of analysis in barrels first the 
original bottom-hole pressure which was taken in 
1936, yvhat is your starting pressure is it not, 

for these figures? 

No, the date of completion, it is marked right on 
Lt. 

Phe date of completion is your date? 

Yeso 

And in a great many cases that bottom-hole pressure 
had to be estimated, is that correct? 

That is correct. 

Ané would you mind telling us how you estimate that 
bottom-hole pressure? 

Well in nearly all cases we took a well near to it 
that we knew the bottom—-hole pressure of or we took 
the closed-in pressure of a well near to it, that 
we had the closed-in pressure of. I went tc a great 


deal of care to get these as nearly accurate as it 


was humanly possible. 


= 
- a 


: 
i 
{ 


x 
! 


om 


4 


sf 
ey 
Lae 


any 


» 


. 
of 


ale 


eh =) 
. 
et 
an 
ae e 
+ ae 
Fs =o 
so = 


as 

— - 
oH 

aie > 


el 


8.J-Davies=Cr .Ex. - 515 = 


&é 


A 


You did not however, in taking that bottom—-hole 
rressure take the distance balew the 4,000 

foot datum plane? 

No, you see these were fancenenee with by drain+ 
age in nearly every case or another. 

But you did not take that figure in? 

Wo, it would not be correct if I did. 

You do not know that these figures are correct, 
however, do you? 

Some of them I do. The others are very close. 
But you ao not know that bhey are correct? 

No, I would not say that, IL know they are cor- 
rect. 

Now going on then in this analysis you took the 
estimated bottom-hole pressure at the well at the 
time the well came in? 

That is correct. 

Which in a few instances may have been actual but 
in the majority of cases it was inaccurate; you 
have taken the total amount os oil and gas which 
has been produced since that time? 

That is right. 

Up to what date? 

October Jlst. 

Then you take the average bottom—hole pressure or 
the bottom-hole pressure of that particular wehl 
as of Nov ember? 

The last one; in nearly all cases it 1a Nowember; 
There are two or three of Octobers. 


But in general it is of November? 


That is right. 
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Then you take the rate of pressure—drop which has 
cecurred, divided by the bottom-hole pressure as 
of November 1948, is that correct? 

The oressure-drop? 

The amount of gas that was produced during that in- 
terval was then divided o1-was multiplied--~ 
Multiplicd by. 

Multivlied by the rate of the pressure-~drop divided 
by the present bottom-hole pressure, is that right? 
The other way around. 
I will restate tt, you multiply the total smount of 
gas woich has been produced to date by the rate ob- 
tained by taking the present bottom-hale preasure, 
divided by the total pressure-drop? 

That is correct. 

Then you take the gas-~oil ratio as of October? 
That is right. 

And divide the volume of gas obtained by multi- 
plying the total gas production to November? 
Dividing it, you divide it. 

Multiplied by the pressure rate? 

Just a minute until I get that right- I took the 
volume of gas left in the ground, I didn*t qiite 
get the question. 

Will you read it as far as I have gone please. 
(Reporter reading) "Q- Ani you took the gas-oil 
ratio as of October. <A. That is right. Q. And 
divided the volume of gas obtained by multiply- 
ing the total gas production to November? A. 
Dividing it, you divide it. Q. ijultiplied by the 


pressure rate?" 
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Q Dk. BOATRIGH®: Let us re-state the whole thing. 
"no arriving at the barrels yet to be produced you 
took the volume of gas still ix the ground? 

A Meta isn ts 

Q Which you obtained by multiplying the gas produc~ 
tion to November by the ratio of the present 
bottom-hole pressure divided by the pressure~drop? 
That is correct. 

Q And that quantity then was divided by the gas-oil 
ratio of October giving the volume of oil yet in 
the ground? 

A That is correst. 

Q Now in analysing those pressures then we come to 
the original pressure which in a great many in- 
stances was estimated by you? 

& That is right- 

Q The bottom-hole pressure was taken in November and 

was taken under government supervision in a number 

of cases? 

None I think except in three or four. 

Only three or four were taken by the government? 

No, I have it if you wish» 

No, it is not necessary. 

These are practically all Royalite. 

They are mostly hoyalite figures? 


Yes. 
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That is fine. In other words there is no reason 
ts doubt these figures except in this respect 

that your gas-oil ratio was taken for the month 
of October and your pressures were taken as of the 


month of Nowember and from our previnus discussion 
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we know that the pressures throughout the field 
are rising amd therefore, because of the fact 
that the gas+oil ratio is a function of the 
bottom-hole pressure in addition to the rats cof 
flow, that these figures, there may be some dis- 
crepancies in the gas-oil ratio figures as com- 
pared with that bottom-hole pressure as of 
Nowember. 

Yes, I have ax d will have more, my Lord, on this 


adjournment to January 9th, if it is possible to 


leave this. hese bottom-hole pressures are taken, 


there are a couple taken in December. which are 
still lower tham the figures E use there and a 
couple that are higher, and with regard to the 
November gas-oil ratios, I grant there is a dis- 
crepancy there but I will get the figures which 
we actually will have, which will obviate using 
that discrepancy. 

Now am I correct in stating that the area "B™ ine 
dicates that if further developiient proves up 
the area at the ‘Vest that you may expect pro- 
gressively lesser gas-oil ratios? 

The gas-oil ratios in area "B" are increasing. 
No, but the radiant of gas-oil ratios upon com- 
pletion of the well--— 

Quite true; 

Is getting lower and lower? 


I think so. 


You remember the Anglo-Canadian which was not con- 


sidered in your report #8 a very low gas-oil ratio? 


Il understand so. 
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De you know anything about the Home~iillarville 

No> & which has recently been completed? 

Not a thing. 

You do nct know the well had produced about at 

the rate of 240,000 subic feet of gas a day 
yesterday? 

No. 

And at the rate of about 45 barrels of oil in 

two hours or approximately 500 harzela a day? 

No I have not. we have not got any information, 

at least I have not. 

That would give a gas-oill ratio for about 500 for 
that particular well? 

I might say we do not pay much attention to the 
first few days. 

No, but so far as you know you would normally ex- 
pect lesser gas-oil ratios? 

Ooh undoubtedly - 

Now I think referring back to our gas*oil ratios ef 6 ta L 
if tn making your sstimate you had usec the gas- 
oil ratios in area "B" then your recoverable 
figure would have been six times as high as it was, 
would it not? 

jell I saw no necessity for using the gas-oil ratio 
in area "B" when IT used the facts as they were in 
grea "i". 

Is not area "BY more nearly a criterion of what fu- 
ture oil reserves will be, than area "A"? 

I have got a graph about that- TI am not at ahl 


satisfied yet that our greatest recovery is not 
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gcing to be in the area some place. 

Would it not have been better? 

Between this gas area and the area where wells 
will practically not flow at ali. We get into 
this question of not having gas down dip, works 
both ways. 

THE CHAIRMAN: That is down here? 

That is down the structure, down on the structure 
my Lord. It does not bring the oil into the hole 
if it not there either and that is a factor which 
is a very important one and it may be that our 
greatest recovery will be in some area where we 
have high pressure and sufficient gas to carry 
that oil into the hole and that the wells were 
down dip. 

What area have you in mind? 

Well we wil] say on the western side of area "a" 
or the eastern side of area "B". we have sane 
very substantial wells such as Commoil which is 
just on the eastern boundary line of area "B" or 
carry on further down we have Sunset No- 1 &d we 
have Prairie Noe 1. They are all on the eastern 
boundary of area "A" and they have just sufficient 
gas to make them very expellent producing wells, 
while if ee some distance down to the west 
there is very considerable indication that a num- 
ber of those wells will not flow and have to be 
assisted to start and that factor is important 

as to whether it will carry that oil into the hole. 
DRe BOATRIGHT : fhat factor is also related to 
the method of the completion of the well, is it not? 
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A Well we have discussed the completion of these 
wells and experts who are doing it at long 
length, weeks in fact, and that is am unsettled 
conclusion at this time. 

Q So then you are not sure of it being character- 
istic of the well? 

& No, IL ai not sure but I am sure of this, that 
there are a number of wells which have been com= 
pleted and whatever the conditions are they exist 
there, and whatever those conditions are our pro- 
duction will be governed by whatever those con-= 
ditions are at this time. 

Q fond you do not Know whers this hypothetical 


area is yet, do you? 


A No, we do not. we have been watching it very 
closely. 

Q The Anglo-Canadian well is flowing, is it not? 

& I cannot say as to that. I understand they used 
io-put gas to start it with. 

Q Going to your area "B", how did you determine the 


reserves in the area "B" which you gave? 

A I took the pressure, I took all the production in 
area "B" and then took it that area "B" would pro- 
duce, because it had a high pressure to start with, 
then the average of area "A", that 1t would produce 
as much as area "4" and in addition the amount pro- 
duced by virtue of that high pressure. 

Q Why did you take that figure? 

Because we have not got sufficient information on 


area "B" with the lifetime of their wells to really 


valuate them properly. 
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How long a time have you had on area "B"? 

I will have to, just a minute now, the area pro- 
duced as a total 1,515,000 as compared to 5,198,000 
of area "A" and the length of time, it will just 
take me a minute, fer instance York has two months. 
As a matter of fact there are wells in there which 
have been producing two or three years, are there 
not? 

No.» 

That is the total productive period throughout that 
area, is two or three years? 

In area "B"," 

Yes. 

No, noe 

How long it is? 

A year is the longest. 

Would not the last year be nearly more representative 
of wheat you could expect in the future than the past 
years would be whe the field was very badly op- 
erated? 

would you mind saying that again, would you read that 
question again? 

(Reporter reading) "Q- Would not the last year be 
nearly more representative of what you could expect 
in the future than the past years would be when the 
field was very badly operated?" 

May I explain here that the whole of this area was 
just over two years old, the whole of it. 

YA" and "B® both? 

1936. Just a minute now, June of 1956, in the 


Southern end of the field was the completion of 
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the Turner Valley Royalties well and then there 
was not another well conpleted until the Fall of, 
December of 1956, which will be just two years 
from now. the foundation, aad tie next well was 
in February 1937, so that outside of one well 
the whole of the area is under two years. and 
the great bulk of the area is only one year. 
That is one of the reasons, my Lord, why it is 
so difficult to valuate the final answer because 
of the shortness of time, the lifetime. The 
dates of completion are given in all these wells 
in my report. You can check every one, every 
well has a date when it started. Commoil [I 
think in October 1937. 

In other words there was over a year on some of 
those wells? 

Of one well. 

And there only two years im area "A" anyway? 
Treat is right. 

Approximately and by the way and while we are on 
the subject of these wells I would like to clear 
up a point concerning Anglo-Canadian, I under- 
stand you did not consider that well in your 
analysis. 

No, we have no record of the production. 

You knew as a matter of fact that that well was 
brought in on November 7th and as =f remember it 
you said the reason you did not use it was be- 
Gause it had not been in thirty days. 

No, you see our records are up until October Jglst 


amd unless the well has a record of production we 
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have not taken it into account at all. 

I was sure of that but I wamted to clear up the 
point that the well had produced thirty days be~ 
fore this thing startec. 

It may have. 

Whereas it was not included in your report. Now 
then coming-~- 

Just here I might sey there is no ulterior motive 
in leaving it out, it was just we didn't have the 
record. 

I just wanted to point out it had been in thirty 
days before the investigation ao oth se) but it was 
not incjnded in your report. 

No, that is correct. 

Slthough you do have some Nowember pressures in 
your report. 

L took the last ones I could get. 

Now in making your estimate of area "B" then, you 
simply took a horseback figure of the amount of 
production which has already been produced to- 
date? 

Trat is right. 

And then added area "4's" production to tht? 
Trat is right and I gave the pressure of each, 
the two areas, the average pressures of the two 
areas. srea "B" now happens to be on a lower 
average pressure than the average pressure of 
area "yi", 

Then you did have the pressures in area "B"? 


Yes. 


And you also had the gas~oil ratio? 
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THE CH4ATRMsN: I have heard both Dr. Link and 
you speak of "horseback figures", you mean wit 
thereby? 

Dike BOATRIGHT: It is a figure tnat is grabbed 

at random as purely. as a pure estimate, merely 
based on judgment without any support or 
statisticel study. 

WITNESS: Of course I dt not agree that I 
used “horseback figures" now, my Lord. 

DRe BOATRIGHT: Well let us see whether you did 
or not, you take the figure of the actual amount 

of production that had occurred up to the time this 
report was made on area "B", didn't you? 

That is right. 

Ané to that you add the estimated production of area 
PANT 

Am the actual production. 

Yes. 

Ant the actual production. 

Yes, all right, in other words you simply took what- 
ever happened to kave been produced out of area "B" 
without any statistical analysis at all, is tmt 
not correct? 

No, just wait a minute, and I can get it for you, 
on statement 6 and there are two pages to 
statement 3 page 48 and page 49, the original 
pressure in area "B" was on the average 2406.7 
pounds, and in November it was 1686.8 pounds. the 
original pressure in area "A" was 1842.9 pounds, 

so that starting off area "B" from November lst 


it starts off with an average lower pressure than 
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did area "A" when it started. 

Yes, you have admitted however that the barrel 
production from area "B” only represents a small 
part of the reservoir displacemant from area "A", 
Goesn't it? 

quite right. 

Ana therefore your pressures even though they 
were identical would not necessarily represent the 
Same sub-surface condition, would they? 

Oh I would say that they did. 

All right then, tmt isa "horseback figure"? 

No, I do not agree with thet at all. 

You assume because the two pressures were within 
100 pounds of each other that the reservoir con- 
ditions were identical at these two periods of 
time, didn*t you? 

Now, Dr.» Boatright, let us take two wells, get 
back to. wells, I took two wells, one iS in area 
"BY and one is in area "4" amd they are a quarter 
of a mile apart and I have the production analysed 
in area "4" because after all these two areas 
adjoin throughout their full length and I take it, 
T-take-it in-.detail, a well in area "A". 

Do these two areas affect each other? 

Oh yes. 

They dns 

Yes.» 

And area "4" then is affested by the gas-cap? 
Within the limit of the quarter mile which we dis- 
cussed so fully. 


And you did not consider tk t gas-cap in your 
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estimate? 

A lday I finish the answer to this question, we have 
this well in area "A" and I have the pressure on 
the well and its Adeline ang I can make an- estimate 
of how much oil is left in the groun and I can 
cross to a well in area "B" and the well in area 
"B", which started off better than this well in 
area "4", at a higher pressure, at least it had 
a higher pressure and I took the additional 
amount of otl waich was produced from this well 
in area "BY" and I added it on to the estimated 
amount which I had in the well in area "4". Now 
I do not call that a "horseback figure" at all. 

Q Is there any similarity necessarily between those 
two areas at the same bottom-hole pressures? 

4 Oh qiite similar. 

Q What about the gas-oil ratio? 

&h They vary gradually from the gas-cap until you get 


down on the :lank. 


Q And they are six to one as a matter of fact from 
np to WAN 
A Yes, but if I like to take a well from the east 


side of area "A" and a well on the very west side, 
outside of the area "B" altogether, I can make 
that difference more than six to one. 
Q But you did not as a matter of fact. You took them 
in the centre because you took averages? 
£ I took averages. 
Q Then you did not take one out on the east flank amd 
one on the west, you took them right down the middle 


lire of the two sections? 
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A After all we get barrels of oil in the tank and we 
get the average from all and you also get gas in 
the air, we are getting a lot of it. 

Q And that gas in the air occupies space, the same 
as the oil does? 

A pre Boatright, what we are really coacerned with 
is getting this oil out of the ground. 

Q I realize that but the question was, the gas in 
the reservoir occupies space, doesn't it? 

4 That is right. 

& £nd in one case we have six times as much coming 
out with a barret of oil as in the other case. 

A wait a minute, it also brings oil to the hole. 

Q we realize that, nevertheless the question is 
you have six times as much gas in the formation 
in one as in the other, therefore even although the 
bottom—hole pressures were identical it would not 
mean that the two producing conditions of the wells 


were identical, would it? 


& No two wells are identical. 
Q In other words that basis was wrong ther? 
& No, it was not wrong. 


Tt was a "horseback figure", was it na ? 

A No I do not agree with that either. 

Q Why a@id you divide the two areas into an "4" and "B"? 
Because one is higher pressure than the other. 

Q And because the conditions in the two are different? 
They are slightly different in, such as the gas~oil 


ratio is better in one than it is in the other. 


q Therefore--- 
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Wait a minute now until I finish, and there was 
not a long enough lifetime in the well. Two 
months in the, what could I do with an average of 
two months, what sould anybody do with a two 
month's figure on York for instance, to come to 
a figure which is anywhere reasonable? 
Did you use any wells which had been in two months 
in area "A"? 
I estimated two wells that were in, that I only 
had one month's record of. 
You estimated those? 
I estimated those. 
In area "all? 
Yes. 
Why, if you sould draw conclusions from area "A 
why couldn't you draw conelusions from area "B"? 
Well we had the records of the gas-oil ratics and 
records all around those wells. 
But you estimated two wells and included them in 
your estimate of "a"? 
Tha t is right. 
shy couldn't you take the actual figures in area 
"RB" for two months? 
Yell I gave these two welle 9,000 barrels an acre 
ait oh I thought was away up, the top figure. I 
do not think they will do ite I do not think they 
will do anything like it, just so that brings up 
that general average of the amount of oil left in 
the ground still higher. 
Explain then to us why did not you take the gas-oil 


ratics in area "B" and calculate on that basis just 
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the same as you did in area "A"? 

A I did not think there was enough information yet 
Oy a Oni G OLL.a 

Q But yeb there is over a year’s ew omenauane and in 
arsa "A" you used wells which were estimated for 
one month and still you say you did not have 
enough information in area "B". 

A We had three oldest wells in area "A", two of which 
we did not have, which I estimated. In area "B" we 
have «2 wells, one of which has a year’s lifetime. 

@ But the fact remains however that you had a number 


of wells in area "B", as a matter of fact, how 


many? 
a Twenty-two. 
Q and you had a period of production of, an approx- 


imate period of production, how much would you say 
the average productive life of area "B'" "has been? 

A I will read the well and the length of lifetime; 
York 2 months: Vulcan Brown 5 months; United 5 
5 months; Sunset 2, 2 months; Sunset 1, 11 months; 
Sundance 6 months; Royal Canadian 11 months; Eoyal 
Canadian 2, 1 month; Royalite 50, 5 months; Thirty- 
two 3 months; Thirty-one 4 months; Richwell one 
month; Prairie, that is another well with 13 months; 
Commoil and Prairie are alike. I am sorry to take 
so long, my Lord. 
THI Cts Thins Ns That is all right. 
MAJOR LIPSETT: Mre Davies, are they not all in 
your statement on page 48? 


WITNESS: The dates of completion, they are 
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On 
all in there but the dates of completion. 
Q MAJOR LIPSETT: That 1s there too Il think. 


& Maybe it is, on page 48. 


DR. BOATRIGH?: Myr. Davies, it will aot be 
necessar y-~- 
WITNESS: That is quite right, thank you 


very much indeed. 

Q MAJOR LIPSETT: There is just one other point 
on that, you mentioned 22 wells, I see there are 
256 on that statement. 

4 Yes, one has a bottom-hole pressure in there but 
there is no record. I have the bottom—hole pres- 
sure but there is no record of production. Wests 
flank No» de It has been affected by Royalite No» 
50, and I put it in there so that I would have the 
actual figures. I got down to Vulcan Brown. I 


can read them now. 


&E 


All right. 

A June, the dates of completion, Vulgan Brown, June 
1938; Royalite 33. Septtember; Royalite 30, July; 
Commoil, October, 19373 Commois 2 huswet. L958: 
Globe, July 1938; Royalite 31, August 1938; Davies 
Noe 1, April 1938; Royal Canadian No.» 1, December 
1937; Consolidated October 1988; Sunset 1. December 
1937; Sunset 2, September 1938; York October 1938; 
United Brown June 1948; Prairie October 1937; 
Coronation, July 1928; Sundance, May 19438; Brown-5 
October 1938; Richwell October 1948; Royalite No.32 
August 1938; Royal Canadian Noe @, October 1938; 
National No. 2, May 1938; West Turneris not in it. 


Tn other words there are several wells 
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seg oo it 
in there, four or five probably, that are at least 


around a yeur old? 


A There are two wells that are thirteen months. 
Q, ind there are two wells el3ven months? 

va The rest of them--- 

Q That is four or five wells out of the twenty? 
A There are four exactly. there are four that we 


have some history of. 

a) In other words you only have a two year's life 
of area "4" and you have something over a year's 
Life in area "B" and still you have the botton~ 
hole pressures in both areas, you have the gas- 
eil ratios in both areas, and you have admitted 
that the oil in the rest of the reservoir will 
probably be more nearly like area "B" than area 
"A", you have admitted tmt the gas-oil ratio in 
area "B" will only be approximately one-sixth of 
that of area "4" and you have admitted that the 
area "B" sub-surface condition, at a given pres- 
sure will be above that from thatOf area "A" at 
the same pressure? 

di What is that again. 

Q, You have admitted that the bottam—hole conditions 
in a well in area "B" under a given bottom<hole 
pressure will be different than the sub-surface 

" 


conditions in a well in area "s", under exactly 


the same bottom-hole pressure? 

fs I don't think I admitted that. 

@ Didn't you just finish saying that in two wells 
where the same, with a given bottom-hole pressure? 


A You say that. 
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Q Is that not exactly what you say? 

& No, you were just bdlanketing two whole areas, if 
you will just repeat what i said in the answer 
Lam quite ayreeable to thet. 

Q Then the bottom-hole pressures are the same in 
aeWo Lin aved "A" and) ip wien vereey Bm at 
that is sc then the sub-surface eondition will 
not certainly be analogous, will it? 

4 Oh no. 

G On that basis though you took the present pro- 
duction out of arsa "B" and you tell me it is not 
a “horseback figure". 

A Quite true. 

Q Well we have a slight difference of opinion on 
that particular point. If you had taken the 
gas-otl. ratio in area "B" at one-sixth that of 
area "A", that would then have made your oil re- 
serves six times as great as those you actually 
got, would it not? 

A Now wait a minute, if IT had taken the gas-oil 
ratios of area "A" than that I find of area "Bt+-- 

Q Yesa | 

A But I didn't find them that way. 

Q You found that area “B”™ had one-sixth of the gas- 
oil ratisc that area "A" had? 

&A You will remember that area "A", thet is averaging 
the whole area- 

Q Yes, and averaging the whole area "B". 

A Mow you see I didn't do that. 

Q You told me yesterday you did. 


A That I which? 
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Q That you had averaged the gas-oil ratios in 
both areas and you dstermined that one was about--- 

A You asked me to do that fcr yov. 

Q Yes, and you did it. 

£ Oh but wait a minute--- 

Q You found one six times the other. 

b Yes, but I didn't work out the reserves on taking 
an average figure over those two areas. 

Q No, I am not asking you to, we are staying strictly 
to areas "A" and "B", now you take area "A", 

A YeSe 

a} And determine the amount, the average amount of gas 
in effect, the average amount of gas that still ree 
maircedin that area? 

A In each well? 

@ In each well. 

A Yes. 

Q In other words adding them all up, so on the average 
that represents the total amount of gas which would 


be left in area "A"? 


= 


Yes, but don't get away--—- 

It is the average, is it not? 

That is right, but I want to be sure, it is each 
well. 

Q Determined separately amd then added together, the 
weighted average» In arriving at your figure of 
6555 barrels then over area "A" you took the 
weighted average amount of gas sthll remaining in 


the ground and determined by the rates of bottom- 
hole pressure. 


A Yes t 
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Q Cf which one pressure you were not so sure and 
then dividing that quantity of gas by the 
weighted gas-oil ratios at the individual wells, 
to detborndne the reserves of 6555 barrel s? 

fi I am not sure that I understand you but FI will 
tell you what I did. It is all right in front 
of me here. [I took each well separate andl 
worked out the quantity of natural gas, I took 
the volume of’ what had been produced and then 
L took the October, I took the pressure drop, 
as it has been so fully discussed this morning, 
and found the volume di natural gas left in the 
ground, in each well. amd then I divided that 
figure by the October gas-oil ratio for each 
well. 

Q Now we understand now that it is for each well 
and when I say weighted average, that ig exactly 
what it refers to. 

A Well we wili+-~ ‘ 

Q Now thon if w@ Kad taken the weighted gus-oil 
ratio, one-sixth of that, what would it have 
Gone to your estimated reserves in area "4"? 

4 It would make the Yrestimated reserves in the 
ground six times as large. 

Q All right, let us multiply that out and see what 
yeu get. 

b In other words I am going to take now, this is a 
new figure which we have coined out of the air 
and has no relation to the welis down there. 


Q We have coinded out a figure taken from your report. 
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In area *\", 

Yes, and your testimony. 

One~sixth of the gas-oil ratio, I am to take six 

times the actual gas-oil ratics? 

You are to take one-sixth, or what yow are to do 

now is to multiply 6555 by six. 

Well I can do that in my head because that is quite 

different. 

what would it be? 

Roughly 36, 200. 

Maybe you had better multiply it out. 

29 WOO .« 

59,660 is it not? 

39,350» 

All right, it is almost 40,000 barrels and that is 

the figure which you would have gotten in area "A" 

had the gas-oil ratio been one-sixth of wet it 

was, is that not correct? 

Noe Now wait a minute, you are jumping too fast, 

I have told you that in area "B" there is no suf- 

ficient information to make an cccurate estimate. 

Sll I asked you was a theoretical question, I 

didntt mention area "B", what I said was this, if 
——. 


the average gas~oil ratio in area "A" had _b 


sixth of what you took, then yon would have had 
ee SSS SR Ss SSS SS Ses 


approximately 40,000 barrels per acre on the basis 


eer ene cep sh Sn atcneepntzaeseee see 


of your own rate of calculation? 
All right. I see what you mean, 
Is that correct? 

59,330.. 


Now then how many acres then were. in area "A"? 
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All right, that represents how many barrels of oil 
for thet acreage, here is what I want you to do, 

I want you to get the weighted averages as you do 
in your report to these two areas under the as- 
sumption that one is 40,000 barrels to the acre and 
the other is 6555, I want you to weight that 
figure as you did in your report under the assump- 
tion that there is 40,000 barrels per acre in area 
il 

Now we are assuming, all right, you want total bar- 
rels per acre, you are assuming 40,000 barrels in 
area "B" and 6555 in area "A". 

Yes. 

IL think the figure I had was a little, it doesn't 
make much difference but it was 6200 and something 
in area "A". 

Take your exact figure, I believe it was 6200 and 
something and the other 1040. 

You want me to take the exact production figure I 
got? 

There are no production figures at all, I want you 
to take the area ard multiply it by the 40,000 
which you have gotten if you do assume that the 
gas-oil ratio was one-sixth of what it was in area 
wa” ‘ 

I will take, see if I have done this right, take 
1670 acres and multiply it by 40,000, you get 
66,800,000 and I take 1080 barrels and I multiply 


by 40,000. 
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Q By what ? 
A By 40,000. 
Q What did you-multiply. in-the-fixrst instance? 
A 40,000. 
You use 40,000 in both of them? 


Yes. 


Q 

4 

Q No, I want you to use 40,000 in area "B", 

A Ae rie nti. 

@ BAGVoooo inv areca "A". 

h Oh that is different. I think this is right, 
10,946,850 barrels. 

Q That was obtained by multiplying those two 
figures? 

A That was obtained by multiplying the two figures 

PG7Onby 76555. 

That is right, and what was the other figure? 

43,400,000. 

And that was obtained by doing what? 


Multiplying 1085 by 40,000. 


Oo & © & & 


Then if we add those two figures together now ma 
divide by the sum of those two acreages. 

L 54,546,850. 

Q And then divide. 

& That divided by 2755 gives say 19,700 amd something. | 


Q In other words approximately20,000 barrels per acr 
is it not? 
Yes. | 
Q Then if my assumption is correct, that would have 
been the average instead of the figure you ob- 
tained of 6555, would it not? 


A Oh, if your figures were oorrect, your assumption 
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were correct I presume it would be. 

As a matter of fact, the gas-oil ratio average 
in area “BY is oné~sixth that’ of ee VAM Ls 

it nov, during the month of October? 

That is the whole average, tmt is not consider~ 


ing individual wells at all. 


DR» BOATRIGH?; That is right, and that is all. 
THUY CHAIRMAN: Anything more from you, Mre 
Frawley? 

MRe FRAWLEY: Yes, and perhaps I had better 


ask it, I have a question or two. 

THE CHAIRMAN: Very well but just now we will 
rise for a few moments. 

(An adjournment of five minutes was here taken) 
TO Ma. FRAWLEY: 

Mr. Davies, I just want to file a couple of maps 
with you amd then just ask you ebout one 
question. This is the map which accompanies 
your report and there has been charted on there 
producing and drilling wells, will you just 
check it over. 

L think they are correct. 

Dr. Link looked at it amd I think he had no 
question about it as I recall. 

Yese 


This had better be marked separately. 


THit CHALTHWAN: What is it? 
MR. FRAWLEY: It is Mr. Davées' map wiich 


accompanied his report. 
THE CHAIR N: Marked separately. 
MR. FRAWLEY: No. This is the map which 
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accompanied Mr. Davies? report and there have been 
super-imposed upon that map the producing crude 


wells shown in black and the drilling wells shown 


in red. 
THi CHAT RwAN: Drilling wells? 
Me FRAWLEY: The welis in the drilling are 


shown in red. 


MAP PRODUCED HERE MARKED 
EXHIBIT 23. 


Q MR. FRAWLEY: The wells now drilling are shown 
in red and the producing, the wells actually pro- 
ducing, are shown in black. You will remember the 
witness said he had not, for his purposes, shown 
any of the wells either producing or drilling and 
we have super-imposed that upon the map. Now that 
is the same map that you have produced. 

THE CHAINMAN: Mr. Davies, as part of his 
exhibit, have you any more maps. 

A Yes, we have any number. 

MR. FRAWLEY: If you will give that to us then 
we will make duplicates of this. Perhaps I should 
call your attention now to where these producing 
wells are and particularly such of them as lie out- 
side Mr. Davies, either area "A" or area "B". Anglo- 
Canadian, Command, Producers Crude, West Turner. 

Of course Home~iiillarville is not in here. [tis 
to the north and then the producing wells, I will 
call your attention to again, outside of areas "4" 
and "B*. Now I show you another map, Mr. Davies, 
which has been prepared at my request and Mr. Link 
has also seen it. It is a map to show the Royalite 


producing wells and the Royalite drilling wells and 
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would you look at it and the, this map perhaps is 
not very important. it is a map of Southern Turner 
Valley. 

4 Dre Link might knox that 18 was but = would not 
know » 

Q It has alrsady been shown to Dr. Link. 

DR» LINK: We salt that well Royalite 30, Royalite 
40, but it is not our well. We drilled it for the 
people and also Royalite 35, we did it for so much 
and we have an interest in it, but it does not be= 
long to us. 

Q To meet Dr. Link's objection, although it shows 
Royalite 35 and Royalite 40, we have amended our 
map to show that Royalite 66 is a Shamrock’s Qil 
lease and Royalite $0 is on aa Anaconda oil lease. 
MR. NOLAN: How about 31? 

DR. LINK: $l is a Mutual. 

MRe FRAWLEY: Yes. I suppose at some time we will 
have to know something more in detail about these 
leases. Perhaps it would serve our purpose at the 
moment to mark this. 

DR. LINK: Yes > 

THE CHAIRMAN: These three are not owned by the 
Imperial. 

DRe LINK: The Imperiait does not own the lease 
on which they are- We have agreed in some cases on 
a sixty-forty basis to drill the hole. We get our 
money back as soon as the production starts and then 
it is divided sixty-forty. 

MRe FRAWLEY: Were either the oles commenced be= 


fore you assumed your interest or was your interest 
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there from the beginning of the drilling? 

Dro LINK: in soue gasss we took over. In 
these caves ws started then right from the begin- 
ning. 


WK. FPRAWLEY: These ave the only three you object 


to? 
DR. LINK: Yeso 


THE CHATKMAN; Wlll you admit the document as a map, 
as Doing correct, Mr. Nolan? 

MR> NOLAN: Yes we do. 

THE CHALTRMAN: Theo we will rark it as exhibit 24. 
WRe FPRAULEY: Of couxse 4 would like to oblige my 
friend and make that further notation on it. Do 
you want the same notation on 41? 

Dire LINE: Yes. 

MR. FRAWLEY: Lease from ijutual 

DR. LINK: Yes. 

MR. NOLAN: liv suggestion would be that it be 
marked now as an exhioit and be amended by these 
gentlemen and broughsé up-to-date. 

THR CHAIRMAN; Yeseo 

Mk. NOLAN: Theze seems to be same doubt about 
341. However that 3an be found out. 

THE CHALRWLN: If they amended under Dr. Link's 
Gixection that should be all right. 

MR- NOLAN: Yes, My Lord. 

THE CHAIRMAN: All right then, that map will be 
received in its present form. It is now changed 
as Dr. Link says he thinks it should be changed 


and in its present foxm it will be received as 


exhibit 24. 
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MAP PRODUCED HERE bisAR KD 
AS EXHIBIT 24. 


THE CHATEMAN: Now I suppose it will be possible 


to get copies of these. 


MRe FRAWLEY: Yes my Lord, we will have copies 
prepared - 
Da» - LINK: Royalite 48 is a northwest limited 


well, being drilled jointly. 

MR. NOLAN: There seems to be some doubt, Mr. 
Chairman, about one or two of the wells. I wonder 
if my suggestion couid be carried out of letting us 
have this and bringing it up-to-date with the 
proper annotations upon it but retaining the same 
exhibit number which it has received. 

THE CHAIRMAN: Yes, zy should think there would 


be mo objection to that, hr. Frawley. 


Mane fRAWLEY: ho, anything of that kind is quite 
all right. 
THE Chalnias i: may we ask, gentlemen, is it pos~ 


sible when you are doing it, to have the color of 
PA" and "BY shown? 

MR. FRAWLEY: Yes, we are going to do that ona 
separate map because Dr. Link has given me one this 
morning with the Royalite leases on it and I an 

now going to ask if the Doctor would be good enough 


on the same map to chart Mire Davies' areas "4" and 


is Uae 

THE CHL ris N: Would that be possible? 

Me NOLAN: Oh yes, my Lord, we can do that. 
MRe FRAWLEY: ind the wells, i.r- Nolan, and then 


we will have something worth while in my estimation. 
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Mine NOLAN: Nhat do you mean, all the wells 
in areas "4" and "Bre 
THE CHiITRMAN:; You mean a zombination of these 
two maps? 
MR. FRAWLEY: Yes, of this map which is a very 
large map, there should be churted on it Mr. 
Davies® areas "A" and "B" and the actual wells, 
as I have submitted there, the producing wells, 
and the drilling wells as of tc this date, all 
chartered on that map and then one further thing, 
a notation marked on the map of the acreage which 
has been abandoned by the Royalite O11 Company. 
As a matter of fact rather than do it now I will 
see Mir. Nolan and we will see that the map meets 
with the approval of all enncerned. 
THE CHATHMAL: Yes, such a comprehensive map 
ought to be very beneficial and no doubt you amd 
Mr- Nolan can agree as to what should be on it, 
MR. FRAWLEY; Now Mr- Davies, you said a day or 
80 ago in answer to the chairman and very properly, 
that the opinions you were expressing here were 
your cwn opinions. 
guite so. 
The fact is that I called you to the stand, you 
will also remember so there will be no misunder- 
standing about the situation, you were retained 
by the Royalite Oil Company to make this report. 
Yes. 
And to give this evidence. 
That is correct, and told that, go and get my own 


figures, to be absolutely independent in my judgment. 
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Yes. 
Clearly. 
i would assume that but to have it on the record, 
I would assume that but having been retained by 
the Royalite Oil Company you did make a report? 
Yes. 
4nd before the report was used by you as a wit- 
ness it was submitted I presume to the Royalite 
Oil Company? 
No it was not. 
It was not discussed withthe Royalite Company at 
all? 
Noe 
Nor was it approved by the Royalite Oil Company 
at all? 
No « 
THE CHAERMAN: Tid you not give a eopy to the 
Royalite? 
No, I brought all the copies down here on tionday 
morning» 
mRoe FRAWLEY: So that it will be abundantly 
clear, because I want it as clear as it can be made, 
You had no consultation with any official of the 
Royalite Oil Company at all? 
Oh I got all the geology from Dr. Link. 
Quite 
And part of Dr. Link’s staff went to the government 
offices and got the figures. 
Just so, how far canwe go. I may be mite wrong oF 


I may be partly right, so the situation is, before 
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you took the stand and was sworn to ide your 
evidence here, nobody in the Royalite O41 Com 
pany new. anything of what. your evidence was 
zoing to be and what rour estimate of these re- 
serves was going to be. 
A No, I do not think a soul, I daca tare ee br. 
Link knew. 
Dr. Link had not seen your areas "A" and "BB". 
Oh yes. 
Oh. 


That was drafted in their office. 


oOo - 5& & © 


Oh well your areas "A" and "B" are just about the 
meat of your report. is it not. 

A I would not think so but you may. 

Q Anyway that is a matter of opinion, your areas "At 
and "B", that map was actually drawn in the Royalite 
office. | 


A That is routine. 


Q So that Dr. Link knew all about your areas "A" and 
%B W ? 
A Yes, and I say so in my report, that I took the area 


"A" from Dr» Link's report. 

Q And other officials in the offices of the Royalite 
Company knew about your maps areas "A" and "BN"? 

A Well they may have been told. I do not know 
whether iire Burns was told or note I am pretty sure 
Mr. McLeod did not know a thing about it because I 
do not think I saw ir. McLeod at all. 

g Or the Company's counsel, I suppose the Company's 
counsel knew about the report. 


A I do not believe I discussed this thing with you, 
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Mrs Nolan, at all. 
You see what I mean, I want to know whether this igs 
the Royalite O11 Company, that is where it belongs. 
No, it is Stanley J. Davies, as it Levit is my re- 
port and my opinions, my methods an@ not theirs. 
Oh quite, but Dr. Link knew of your submission such 
as it was as is contained or such as appears from 
the map which you made. of areas "A" and ®B". 
Yes. 
And he knew the acreage wioich you were reciting? 
Yes» we worked together on that. 
He knew the per acre recovery? 
No, that is what ke didn't know. 
He did not know the per acre recovery? 
Noe 
Then you must have put something on the map then, 
unless I am mistaken, the acreage is on. 
The acres are on there. 
Yes, well this little chart here, barren, so many 
acres, possible, so many acres, I had better read 
it for the record, barren 309.59 acres; possible 
$254.27 acres; and proven 3623.14 acres. Dr. 
Link, in other words, let me put it this way, Dr. 
Link saw that map completed. 
Oh yes, this map. 
With all of those acres which I have read? 
And in additicen 202 acres. in the North end, and 
these 666 acres which included all this area sut 


here 


This 666 is not going to help very much. 666 acres 


where? 
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Lt tacluded where. these wells in this additional 
area "B" down to the contour line, now I will 
have tn get that from Dr. Link because that is 
Weve Wy COs. , Lt is of taet other map, 

Is it unfair to say then that the preparation of 
that map, the data which you obtained, wis the 
joins effort of yourself and Dr. Link? 

This is, yes. 


That is fine and the greater portion--- 


THE CHAIRMAN: You are speaking of Exhibit "23" 
Sow ? 

MR. FRAWLEY: Well without my superimposing on 
ari 

THE CHALRMAN: Yes, you are speaking of this map 


which is the map associated with your report. 


WIT NESS: Yes my Lord. 
TH CHAIRMAN: Without the marking of the wells 
Upon Us 


That is correct. 


MRo FRAWLEY: Now lir- Davies, I think you told 


me the other day that you used the figure of, was 


it 5.000,000 or 5% million, as the annual through- 
put of the pipeline. 

54 million. 

And that would_mean a gross-revenue of about 
G825,000. 


You are getting into something I do not remember. 
It is a simple calculation, just timesllb; I am 
tola it is either exactly or about $825,000. 

May E multiply it. 
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$825,000. 
Q Which would »e the total gross revenue to the 
Royalite O11 Company from the pipeline? 
hat again--- 


A 
eet Log? 
A 


At 15¢. 
Q And at 53 million gallons? 
A Yes, 
Q Now you appreciate of course the effect of your 


evidence in giving this field a definite life of 
two and possibly a life of three, on the two-year 
basis they have to get back and, oh, I don't know 
whether you know, perhaps you will be good enough 
to assume with me that the capital investment in 
the Royalite pipeline is about a million and a 
half. somewhere between a million anc a million 
and a half. 

I have no knowledge myself. 

No definite knowledge? 


No.- 


2 eee er Se 


If you will assume with me tha t it is somewhere 

in around that figure. 

A A mitijion and @ halt? 

Q That means simply that they have to use for the 
amortization purposes around $750.000 per annun? 

J That is correct. 

Q And we have been getting ina gross of $825,000 

and setting aside for amortization purposes 

$750,000 on my assumption, that follows, doesn't 

it, and if the revenue went down to, if the gal- 


lonage dropped to 1,000,000 om if the pineline 
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rates dropped at all, if the gross volume dropped 
to 5,000,000, then they would use all of their 
revenue, the complete gross revenue, to amortize 
theline eni they woulé not have a dollar for Op 
erating costs, 
Mre NOLAN: Doa't you think that should be 
left to the accountants to discuss? 
THu ClisTRMAN: Well Mr. Davies dnes not know. There 
1s no odjection to the question but the fact is the 
witness cannot answer. 
WITNESS: I catnot answer my Lord. 
MR. sRAWLEY: He cannot answer because he does not 
know the capital invested in the koyalite pipeline, 
that is quite true. Now tl do not want lir- Davies 
coming back from time to time and I am asking hin 
to assume with me, my lcarned friend will know 
whether it is a million and a half. I am putting 
it that it is a million azd a half. 
THE CHATRM AN: The rest is just arithmetic, 
you know. 
MRe FRAWLEYL Yes- 
TH Chala: While I have not intervened, lir. 
Davies has been salled upon to do a great deal of 
arithmetic” ““pernu ps he might not have had tn do. 
MR. FRAWLEY: T can assure you we appreciate it 
you did give us a lot of time for cyross-examinat ion 
of Mre Davies and I think I can saz that there al- 
ways seemed to be, with respect, some reason for 
his doing these problems. 
THE CHAIRMAN: Yeo © think .ae., It, is juss 2 


question, the only point is that you perhaps should 
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have to do your own figuring and them you can put 
it to him te verify but that is beside the point. 
Mr. Davies did it very willingly and he and Dr. 
Boatright got along very well. There was no 
trouble about that but T am just suggesting now 
that this witness at this moment, it is futile 


to pursue that line because he cannot give the 


answers. 
MRe FRAWLEY: ya asks We ape 
MR. NOLAN: IL am not certain that Mire Davies’ 


report has been marked as an exhibit, I just wonder 


if anyone knows whether it had or not. 


THE CHa Inia N; Yess (it) i's Genii La 
MRe FRAWLEY: That is all, iir. Davies. 
THE CHaliial: Mir> Frawley. at this stage in the 


Gourse of Mr. Davies' examination, some document 
was referred to as having cone from the King's 
Printer. 

MRe FRAWLAY: Yes my Lord. I am very happy to 
present to the commission a very b2autiful copy of 
this Banking and Commerce report of 1932 and I 
want to say that it is a little more than the 
actuak minutes of proceedings and evidence but I 
cannot Go anything about thate- In addition there 
is a certain discussion in the House of Commons 
winich preceded the minutes and then it contained 
some press cditorials compiled bh the-Imperial Oil 
Company and as to that~-- 

THE CHAIRMAN: what part are you offering? 

MR. FRAWLEY: Well perhaps that is the thing 


to Ao, to offer a certain part of it. 
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THE CHALRMAN: Quite so. 
MRe FRAWLEY, I am offering that part of this 


volume which is entitled "The Minutes of PYroceed~ 
ings and Evidence, Sele3t Standing Committees on 
Banking and Commerce, Reference, Price of Gas 
Oline", printed by the King's Printer at Ottawa, 
1932. This is as of the session of 1932 and that 
tune through to the end. What it is, it ds pant 
three, that is precisely what it is, it is part 
three of this document and perhaps that is the 
better way to describe it, part three of the 
document, part three of this book. 

THE CHalTRMAN; Exhibit "£5" *hen is part three 
ef a book described as what. 

MR. FRAWLEY: Described as the gasoline in- 
vestigation, 1932, that is the name of the book, 
Gasoline investigation, 19382. 

THE CHATRWAN: &And that book is printed by the 
King's Printer. 

Mite FRAWLUY: He is responsible for that part 
of it which I am offering. 

THE CHAIRMAN: Yes, that is wha I want. 
(Minutes of proceedings and evideace, re gasoline 


investigation, 1932, here marked as EXHIBIT "25") 


MRe FRAWLLY: Then there is in it as Part four, 
perhaps I should call your attention to it, there 
is am index compiled by the Imperial Oil Limited 

and I do not see why you should not look at it if 


you wish. 


THE © Hi TRiua dl: As a matter of convenience it may 
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be used. 
Mite FRAWLEY: Yes. 
THE CHAIRMAN; we are not worried about--—~ 
Me FRAWLEY: 3eing contaminated. 
THE CHA LTR AN : Yes. If we see some other part 


we will see that it does not do us any harm. 
MR. NOLAN: That part will not be incorper- 
ated in the record. 

THE CHALIWMAN: Lodo not know as I understand 
what ycu mean. 
MRe NOLAN: There is quite a question in 
that, it will not be incorporated in the record. 
THE CHAIRMAN: Once a documsnt is made an 
exhibit there can be no question that anyone 
seeking a copy of the transcript is entitled to 
get a copy of the exhibit. 
Mn. NOLAN: I quite understand that. 

THS CHAIRMAN: IT mean, we are not requiring it 
to be transcribed for us rut the point is that we 
ca. not say the exhibit is not to be disseminated 
amongst those who wish to pay for it. ie cannot 
give that assurance because being an exhibit why 
it is the property of those who pay the reporters. 
However in this case I think it would be easier 
for them to get the book. All right hire Frawley. 


WRe FRAWLEY: I will call Dr. Boatright in re~- 


ply. 
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Dr. 


B. B. Boatright 


DR. BYON.B. BOATRIGHT, having 


a A = nr ra 


been recalled, etliamined by Mr. Frawley, said:- 

Dee Boatrighnt, you ere still under oatne 

Yes. 

Now 7 would ike you.to deak Une replay With ee. yoink s 
evidence first and then Mr. Davies' evidence. Dealing 
first with Dr. Link's evidence, that have you to say 

as to how Dr. Link's evidence checks with yours as to 
area, es to peology and as to such things as the presence 
or absence of water-drive, will you deal with thats 

hs far as the geology is concerned and indicated by our 
respective structural contour lines on our map of the 
turner Valley area, I agrees with ie. Link's Stetenent 
that the two are a{most identical. In my sestainie-te 
used 10,0U0 acres as being probable productive and a 
total of 15, .00 acres as being possibile: productives 

I did not make any attenpts to astimate the rese: ves 
based only upon the area $¥dven by the actual wells 
woevparcdrilleds, In arriving at (these Migures +2 
took the gas-oil contact line as occurring at the 

2000 “foot contour Level, @ndvthe area fT lassig ned) to 

the gas cap was 10,000 acres. Mr. Link took the 1700 
foot contour as warking the gas-oil contact and 
assigned something over 7000 aeres to the gas cap. L 
believe that lr. Link assigned 39335 acres to the area 
which is definitely proved by the welis already drilled. 
4s the possibly procuctive area he took the area between 
the 1700 foot contour line and the 4500 foot contour 


line, a total ares of about 17,187 acres. Correlating 


———— 
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his so-called pessible acreage with what I ell probable 
acreage, he assigned approximat sly 2,187 additional acres 
Cveretne: L5000,. on overithe 10,000 7a cres  vascioned, by, 

me to probable acreage. Pie, dP rerenee. ior scourse. Occurs 
by virtue of the fact that the area included in my 
probable area extended from the 2000 foot contour line 

to the 4000 foot contour line, whereas his possible 

acreage extended from tne L700 foot contour Line’ to the 
4900 f-ot contour line, and the 2187 acres directly 
represents the area contained between the 1700 foot 

contour line and the 2000 foot contour line. I believe 
unat our ideas of the structure coincide Soe ae cae. 

ti Pardon me, did your question inelude anything else? 


L asked you whether your views coincided with his with 


cD 


respect to the presence or absence of the water-grive? 

A Yes, they do. 

Q, Now will you go to the question of porosity, Dr. Boatright, 
and tell me how yours works out és compared with his and 
Mie econment<«you: care to make ion nise: 

A Mr inkusteted,, tuere had been Voryi tower tua. 
porositydeterminations made in the Turner Valley field. 
As a mat ter Of TACGb., vl uthink Only COne mwas ie ase i 
Noesuenea Ss. bsen. cored. Results of that porisity examinetion 
on that core gives the following figures:- The depth 
at which the sample was taken, 6,940 feet, porosity deter- 
mined in the laboratory by one of the recognized methods 
amounted to 8.6 %; a sample taken at 6,961 had a 
porosity of 9.15; a sample taken at 6,972 showed a 
poposity of 11.3%; a sample takem at 6,478 showed e 


porosity of 14.7%; a semple taken at 6,984 had a 
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porosity of 10.2%;, a sample taken at 6,996 hed a 
porosity of 8.5%; a sample taken at 7001 showed e 
porosity of 3.1%, and a sample teken at 7,018 showed 
a porosity of 11.2%. That is a total porous section 
or, 78, feet. with, everage porosity, or 3.6. which is 
equivalent to saying that that porosity represents 
a Soted void space approximately 7s feet thick. So 
far.asi;l have been able to obts in any) information. trom 
the records of the Petroleum and Katural Gas,wvivision, 
that is the only actual porosity measurements which have 
beatipmade invihe; Turner. Valley. fields, the balance of 
the porosity measurements heve been mude primarily on 
the basis of the jucgment of individuals who examined 
the small cuttings which esme out of the hole during 


driliing. My,estimate.of an 6 foot iporousvssetion 


was based upon the records from 61 wells. The porosity 


estimetes were made from all ie Meter ae of. thoss wells 
by one individuel in the Petroleum and hatural Gas 
Division. The total thickness of sections showing any. 
porosity at all was listed, and porosities were estimated 
from his analyses of those cuttings. The porosity 

for the average section was determined by taking his 
estimate, of the porisity of cach one of, thess, Little 
sections, end weighing the average of all the sections, 
giving the everage porosity for 170 foot section of about 
59. This figure of 5% multiplied by the 170 feet within 
that =«verage porosity of 5%, results in s void sprce of 

8 feet. That average void spsce of 6 feat represents 

an éeverage of 61 wells. That figure of & feet was used 
in ay oajoulations of reserves. That figure was borne out 


by Mr-Bink directly in this way. Mr. Link differed fram 


ares 


5 ae Tt 
Oe hh he Or, 


ee Pe, 
“ Oneia 
ns i 


a NR 


wy | } 


vs he i ay 
te) de Ba 


Co.2-4 


Dr. Boatright-rees lled-Gr 
Oder 
my estinste of 170 feet of porosity. He gave his estimate 


of SO feet but admitted that it was not based upon ‘a 
statistical study. It was merely his estimate of whet 
that thichness wes. You, realize, jotscourse,/ thatieiine 
thickness assigned to porosity will depend upon what 
porosity limits are ghosen, becsuse if we take all, of 
the limits between maximum rorosity and zero forosity 
we would heve the total thickness of the bed as -being 
Our porous section, and theoretically, as 4) metter 

of fact all of that Lime doss have a smsil amount of 
porosity. There is bound to be a wide variation 


in any thickness estimete insofar as tne porosity section 


Peeconcerned., ir. Link » nowevery mag nis CLecws yor et 


Werment aneein cen 


his oe S 288i 2neo, a Pigure jog oe to the porosity 


of ee ” 50 Foot section, which was So ate with ae 
Sah 
8% tines 50 foot; 2 245702) Saturated section of eae 


ee pees feet. In a calculation of reserves I 


voles ea total void section Re 8 feet, ae R “mult iplied 


ca 


that by whet I call the formation factor which took) into 


NT 
rennnoe 


considerat ion the amount of gas in isolutson! in ‘the off, 


nis 


the Brat of spacs occupied by the compr essed oes in the 


Peer io, ena the gas in, solution. wow oil is a conden- 
Seto... This format ion ts ct xr that I used amounted: to 45% 
‘which was equivalent to steting that ny Lag gee CeCe 
/section amounted to 43 feet of void space on the everage 


throughout the field. In my statement of the porous 


eRe 


'isection I also showed calculations based upon a calculated 


original bottom hole pressure—in the gas-cap, using a 
\ 


figure of 36 pounds per 100 foot depth below an elevation 
3 \ 
of 4000 feet abcve ses level, and I took the actual amount 


of gas as taken from authoritative records produced up to 
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the Tirst of 1938, 1. tock the bottomen Ve vressure 
existing in the gas cap area at that time, and that 
pressure was the weighted average pressure which agreed 
fairly closely with figures given by both Mr.vDavies and 
Melk « Thet calculation showed thet there was 170, 0v0 
barrels of space per acre In the gas cap area. ~ Using “the 
figure 43 feet of vcid space, I csleulsted 62,000 barrels 
Of, 7totel barrels of oll per sere, or in Otier Words 
there would be 62,000 barrels of space under each - ere 
of ground in the oil area, that is of @ total S Toot section. 
I am sorry, I said 4%, but it actually is the 8 foot section 
thet egntained 62,000 end some odd hundred barrels of sp:ceé. 
The gas calculations showed 170,000 barrels of space, 
whieh is equivalent to saying that the porous section in 
the gas’ cap is approximately three times as porous as the 
Tigure Which 1 usec in my estimate. 

You: will remember il’my cross =examinetion O77 ir. 
Davies, and using his figure of 6,555 barrels of oi] per 
acre, and the gas that esme along with that oil and 
calculating the actual Space occupied by that mixture 


of gas and oil underground, it showed that in his area 


he hed about 60,000 barrels of porous space. His 


estimates, of course, were based or certain statistics 
which were obtained either from the Royalite Company or 
from the Government. Using ir. tavies own figures 

end teking into consideration the differences in gas-oil 
ratios between his sress "4" and "B", and upon the 

besis of that assumption, calculeting the actual amount 


of oil in place over the average of his areas "4" and "B", 


gave the figure of epproximately 19,700 barrels per acre. 
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In my calculation using the figure 62,000 
barrels per agrem total space under each well I 
arrived at a production figure for each acre of 17,000 
berrebs.< With regard to Mr. Link es) porosity ne 
admitted, I believe, that tht was merely a horseback 
figure, that it wes based upon a casual perusal of the 
records without «ctuallv meking a statistical study 
of those records. He said, I believe, that the records 
were eveilable and thet such @ statistical study could 
be eee but I believe If am correct in saying that he 
dic not make*such e study in arriving at a 50 foot section 
with an everage of Sy porosity. 

6) Yes, now th: t does then explain the difference between 
your, Tigures and his @s tO the, produéine Taiekness: 

4 Yes. 

Q les will’ you tell mé (this, does drilling ysveed, iis 
Gritling speed necessarily any Griteriow cr porosity. 

A wis @ortsiniy not a qefinite criterdon. (iui ie 
influenced by porisity but there are certsinly a great 
number of other factors which are just as importent. 

To name a few, the weight which is carried on the bit, 
the type of mud, the amount of circulation per hour 
which is occurring during the cutting, the type of 

bit which is used, the speed of rotation, the cw okedness 
of the hole, all these factors enter into drilling speed, 
and while porosity may effect it to a certein extent, 

dp sie certainly not a criterion, Tor sn .evalu tion 


Study of “porosity» 
Now, will you tell me if the avy holes along the ‘est 
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flank preclude the possibility of oil being found further 
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4 In my estimetion they do not. I believe the t_Comnoil 
No. 1 was the further Vorth well which was cited as 
definitely proven to be a dry hole, and there is ap- 
proximately to and e half miles between thet tell and 
Home-Millarville Wo. 2, which incidentelly wes not con- 
Sidered in either iir. Link's or im. uavies!' estimste. 
Q Calmont you meen? 
4 Yas. 1. am sorry, Calmont, No] <b. 
hag CHATAM lh: Is it Calmont Wo. 1? 
Q Mm. FRAVLGY: Just repeat the stetement sgéein. 


You say Calmont No. 1, Calmont Nol 1 which is the furthest 
North. 
THE CHAIRMAN: The witness may be mistsken 4s 


to the name. 


Seba LS Y Yes, thet is it. 
THS CHAIRMAN: “hat is the right name? 
WITNS95 : Dalhousie 8, I think, I thought 


THR CH‘iRi“D: You might just check that during 
the adjournment, I think we will rise now. 
(The Investigation washere adjourned, and resumed at 
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ao PM’ Session. 
a 


Examinetion of Dr. Boatright continued by Mr. Frawley: 
hoie!’ PRASLEY: VO YOuUrMoOpaAns? On, CO. tne: .d2y 
holes on the ‘est flank preclude the possibility of oil 
being found further ‘vest, and you will remember we Were 
confused with the neme of the well. 

The name I had in mind wac Calmont Now 1 which is located 
in Section 1, Township @C, and which was 8 well with very 
low porisity and which I understand made some small 
production of both gas and naphtha. That well is located 
epproxitieately o miles Trom the North end or ther mield 

and in that whole © miles there has been no dry holes 
Within the structural oil confine. I might add to that 
answer that there had been no ary holes drilied to the 
Vest of whe gas-oil contact line 1f that: line is assumed 
to be at either 1700 or <000 foot elevation on top of 

the Lime. Brown No. 5 which was cited as one of the 
eriteria for disregerding the ‘vestern area was a well that 
admittedly had trouble in completion. Furthermore, there 
are seve 61 instances throughout the field where wells 
encountered low porosity, have low initial production 

and low expected recoveries, but which are surrounued by 
commercially velueble wells. In other words, even 
though the various wells such as Dalhousie 8 and Brown 
Nos 3 completely lack productive porosity, it still 

would not necessarily condemn the field to the lest. 

I believe that snswer is correct. 

Now, Dr. Boatright, upon whst wells wes Dr. Link's 
estimate of reserves based? 

I believe thet there were four wells upon which he based 


his estimate. 
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Q fnd will you locate them on the peg model as well as 


on the map, you call them and I will endeavour to find 


them* | 
err | A 
A (flurner Valley Royalties Ne. 1 is in the Northijest Quarter 


Dies oCuLon: 26: 


Q In the North est quarter of Section 28% 

A Biota COFracts Bert) Be | BMOWM \liieleleceeereeene 

Q Now, just a minutc, Turner Jalley Rcyalties you say first 
an the Nerthiest of 28? 
Poet) is correct. 

Q There it is. Now where is it with respect to what you 


call the gas-oil contact line, or the gas aress "kL" and 
WY B" 1 

A That is just slightly to the tiest of that Line. 

Q Or the gas-oil contact line? 


A That is right. 


( Ana wt is in area? 

£4 ‘ee WY y 

a Area "AN? 

A Of iir.Vavies' map. 

Q Now the next one? 

Miss. 4 3. VA 

Q, Thatis in the same section? 

A YS 

Q Southerly to Turner Valley Royalties’ 

A That is correct. 

Q And where is it with respect to the 2000 foot contour 
Lines 

& Just to the Vest of the Gas-oil contact and in aree "4" 


of Mr. Davies' map. 


Q Wext? 


Gec-10 
br. Boatright~recalied-cr. ax. 
h The next one is<Sterling-Pacific No. 3)which is located 


in the North ‘vest Quarter of Section 3. 


Q Sterling-Pacific numbered? 

A Number 4, and which is directly on the gss-oi. contact 
(ly ap 

Q Sterling-Pacific 4, 5 and 6. 

& And the next is\ost Plank No. DA 

G. sus, 4 Minute’, I ahi trydine to locate Sterling-Pacific 
5, and it is you say where’ Sterling-Pacific 5? 

4 Cel vanerraciliie 6 Te in-tie Nontntieet. 

0) I have found it, and how do you describe it so far as 
the contact? % 

f It is loceted on the gas-oil contact line, and in area 
me od Mie. Davies" map. 

Q Now the next one? 

L The next one is “est Flank No. 1 whieh is located in 
the South est quarter of Section de. 

Q Yes? 

Ls And a considersble distance from the gas-oil contact 
tine. I do not know which area that Tails any 

Q 1% isin the yellov, so it is*area; t2"7 

f Pree tan, 

@. Now those wells, as you understand, were used by Dr. Link 
to determine his reserves and we have locsted them on 
the map. Wow let us stop there and find if you have any 
comment to make on the use of the Century well by Lr. 
Davies? 

A The Century well was originally completed as « gas well 
and still has a high gas-oil ratio. it is located 
primarily in the gas-cap area of the field. 

G Now, with respect to these wells, all of them will you 


make such comment es you care to make with respect to 
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thein eas-oil ratios and their pressures? 

ihe, Turner Valley Royalty No; 2 aSiwipnenie ress) Malle nd 
was a good well. oterlsng-Pacitic) No. 6 is exa ctly 
on the gas-oil sontact, has a very high ges-oil 

Tatio, which woes 29,600 in Oetober. |) Big Baio. 2. 

Nad a high ges-oil ratio, in October of Lo7400. 

Vest Flank No. 1 Game in originally as a poor producer 
and over 43,000 gallons of acid were put into the well 
Pies Sariy Nistory . he well was also shot with 
800 quarts of nitro-glycerine. The well hes never 
produced over 210 barrels a day, and has two large 
producers, Sterling-Pacific Non 4 andy Vesteiarier io. 1 
on each side of 17. 

THe CH IRAN: 4&t an estimated distance of 
what? 

will have to Look, about, Vest: Turper Vas aboutee 
quarter, Let me see, it will ae ,ebout 660 fect To. the 
Vest. Sterling Pacific 4 is about 460 feet to the itast 
of West Flank No. 1. Out of & total, of spproxzima tery 
64 wells in the oil ares, four wells were used as the 
basis of Mr. Link's estimate, and those wells have been 
discussed just now. 

That ig all you care to say about those‘ 

Yes. 

Now will you locate for me on the map, or make such 
comments as you like or you feel you shouid on the map, 
we filed this morning showing the location of the 


Royalite rigs. 


THE CHATRIAN: That is the one you were going 
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MR. FRAWLEY: That may be. The one with 


the round circles, was that withdrawn? 
TH CHAIRiMAin: You end Mr. Wolan were to 


eereo 7On it. 


Me or awe iL Ys Il wonder if it As here Dy any 
chance. 
i HOLT: Lt is jast ec them door sy hi. 


Daves will bring It ans 

ee re ia YS l will ask you this, to lead 
up to that, what significance, Doctor, do you attach 
to the fact that the Royalite still holds acreage 
inyour probable, in the green acreage, the acreage 
contained in green on your map, and the area now 
arilling? 

Par Gertainly.....s 

THs CHAIRIG.N: liay I interrupt you for a 
moment please, I want to be elear about it, the one 
you are presently working on, the map, is the one 


I hold the place No. Exhibit 24, is that notecorrect? 


We edt ah Vie That is quite right. 
THE CHAIRMAN: I have that noted as a map 


and I understood it is the one which is being fixed. 
“7. PRAey: Yes, we can describe it at 
teast lL think for yours NOVeS. <ielee 

THE CHAT Rin: I just wanted to be clear 
that there is no other map except that one, as Hxhibit 


Noe WU 


Eee risen YL No, exhibit! ao iis hewons 


which preceded it. 
THs CHAL.MAN: That is’ right. 


Rm. FRAMULOY: Then the other one which Lir. 
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Rolan is doing will be "25"? 
THA CH Taian: No, Lt wilt, be w246" when 1% 
comes in. I have just h3ld that placefor it. 
Bxnibit "25" is alreedy ‘in, it is the book fron) the 
Cominion Government. 
Pie eR Lat Ys Ve will have, to give 1%,e later 
number hecause I have in mind we are going to have two 
more maps. 
Mine NWOLAT I thought we were going to get 
menipat "24" and put on it all thevinformevacn. 
oo CHS TRE yrs Make it © composite of all 
these other maps. 
Pree lgah Y ¢ That is quite satislactory, 
but that is s further understanding, that is quite 
Satisfactory. 
[hie KOLAN: There 18a @2ii ficubivi sou ohio, 
br. Link informe me, because Bxhibit "24" has not 
Seontour lines on it. _It is notith.t Kind jot say map, 
and it might be difficult to superimpose 411 the 
information which we were ~oing to provide, ina 
Gomposite map. 
Pawn ue Vey f Now, or. Boetright, with the 
rep axhibit "24", will. you then point out) to the 
Commission, and they may be able to use the maps wh Leh 


they heve, where the Royelite rigs are drilling and where 


\ 


\ 
they are producing? 


The Royelite ecreage on this mp marked Exhibit "24" 
is outlined in green, and the drilling wells of the 
Royalite Compeny thereon are marked as red circles. 
The wells merked "Royalite No. 38" I am informed by 


Mr. Link is owned jointly by the Royalite Oil Company 
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amd the North Vest Company Limited; “Royalite 39" 
is a Royalite well;  “Royalite’S6" 46) ona Shamrock 
Oil Compsny lease which was obtained by Royalite and 
"Royalite 37" is on purely Royalite acreage. 

Q. Let me interrupt there. When you mede mention of 
the North ‘est Company,for the sake of the record, 
it will be admitted that both the North “est Company 
and the Royalite Company are wholly owned Imperial 


subsidiaries. 


Bins NOLAN: The Royalite is not wholly 
owned. 
Per eReiaYs | The North eset 26 onde ne 


Royalite is controlled by the Imperiel? 
Tin OLANS: Yes, they are subsidiaries 
of the Imperiel Oil Company. 4s to the ownership we 
will not worry about that at the moment. 
WLINS OSs #11 of these wells are to the 
West of both Mr. Link's and my gas-oil contact line, 
and are on acre: ge which was not included in either 
ereas "gn or "B" of Mr. Davies. 

Q MAJOR LIPSETT: Is not Royalite's2 on fir. 
Davies' area? 


é teen sorry, ido not think so. 


a) As I take it, there is the division? 
A Yes, itis; thet is right, that is the welt right 


there. ‘Jith respect to Roy-lite 48 I wish to correct 
that statement I made that it was not in area "B" 
of Mr. vavies' map. It is within the eonfines of 
area "B" as shown by Mr. Davies' map. 

Q Yes. Now is thet all you desire to say with respe ot 


to this Royalite acreage?® 
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A The only thing that,. further, that I would have to say 


would be in answer to your first question. 

Q As to the significance which you attach to it, as a 
petroleum engineer. whet do you say* 

A The fact that the Royalite is drilling to the ‘West of 
the proven acreage, and also the fact that they are 
retaining their acreage in thet area, indicates thet 


in their mind that acreage is not proven as being non- 

Fea eee NL ee ere 

productive, and the fact that they are continuing 

Saati piciee eamielabbmNa Niilogis ie midande tise ee 

to drill to the West indicates that they think there 
oS Oo possibility of cAigias eae money out of those 
rere ae a RR CRE SEER SG eT TT 

wells. 


Q Now, Dr. Boatright, if you will take the figure of 


Wooo) barrels per acre which, am 1 right in geyire, 
woo Dr, Link's, for his selected wells, wilt ou 
Gaiculate what 17,187 acres, which I am right in 
Sayine, om i not, is the total oF UE. bink es proven 
and possible areas, woulda produce? 
Li Theat area would produce 125,455,000 barrels. 
een | ea ee 
Q finda that, just let me repeat for the sake of the Yeegord, 
is teking Dr. Link's figure for his selec. walle, end 


the totel acreage in his proven possible sreas? 


| Piet. Us orrecte 


Now that completes the notes which f had, Dr. Boatright, 


cD) 


with respect to Dr. Link's evidence. If you will go 
now to commenting upon Ir, Davies' evidence, and will 
you summarize the treatment which Mr. vavies gave 

of bottom hole pressures? 

MR. NOLAN: May “I be permitted to make 
this one remark. In Dr. Link's repcrt, which I believe 


is Exhibit "18". in the esse, on Page 7 is to be found 
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this statement: 


"Comparative porosity determination for three 
"representative wells are submitted, astached to 
"this report, see Figures 6 to 8. These same 
"data are available for all wells drilled in the 


Ecrude oil area, and may be examined if necessary." 


Now I think in fairness both to my own clients and to 
Dr. Boatright, and to the Commissig in connection with 
the discussion that has taken place as to the efforts 
made to establish porosity, I think that it becomes 
necessary that these charts, this data which is contained 
in eharts made by Dr. Link should be brought to the 
attention of the Commission. te have sent to our 
office for those charts and they are here now, and it 
seems to me, sir, that it is my duty to put them in 
now so that this discussion does not close without 
this edditional information referred (to in exaioi Pe" 
being brought to the attention of the Commission, 
because Dr. Boatright may so ezsily have something to 
say about these charts when they are produced tec his 
attention. I suggest, sir, that we hand to Dr, Boat- 
right these charts which we have prepared, and permit 
his examination of them at his convenience, and then 
he will have en opportunity of saying what he thinks 
about them before the evidence is closed so far as 

he is concerned. 

THE CHARMAN: Perhaps the better way would 
be for him to step down and have Dr. Link verify his 
chart, and show how it is made up end so on. 


BR. NOLAN: Vory well), my Lordy iam 
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Sorry to interrupt but it seems at the moment that this 
wewire best way to do itd 
tes CHE LRM N: Quite all right. 


@eoeoaoeece34es8esecn* 7? @@# 0 #8 A 


Drie Te. Jd. LINK, Having been 


recalled, examined by Mir. Nolan, said:- 


Q Dre Link, you are still under oath’? 
A Yes ° 
Q You are producing for the Commission some acditional 


information referred to on Pasr 7 of your report? 

A Yes. 

Q Vill you please in a word ‘tell me whet your: first 
chart is? 

A The first chert is se profile North to South showing 


average index of porosity for every mile. 


Q And it is dated? 
& This is dated hlereh, 1945, ahd in connection with 
Get s.c1els 6 
3 Before we say anything about that I think thst should 
be given its number now and it will be exhibit? 
THE SHAIRMiN: Beh iba eon'. 
CHART SHO; ING PROFILE WORTH 
TO SOUTH OF AVER:Gsa INDEX 
OF POROSITY PRODUCED BY DR. 
LINK HséRE ti4RKED iS BABIBIT "26", 
Q MR. NOLAN: You are also producing what 


might be properlydescribed as? 
A. A porosity contour map, South end of Turner Valley. 


Lower porous. Zonee 
Q And 4+ is. dated? 
A liarch 1938. 
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MAP SHOWMi Ne eeOn0s LIV (COW TCuR, 
DOUTH SNOT Ge PUN Vee Y ND 
Lo LO he POROUS, 20m. PRODUCHD 
BY Dai. BOM “hs Me RR a6 


A eee 
Q Now will you please take Exhibit "26", which is the 
profile North to South showing the average index of 


porosity for every mile, and explain what that means? 


Q THE CHAIRMAN: First tell us what it is, how 
is it made and where this one pot the information and 
sll that. 

Q. Cr. HOLT: Yes. 

Q PAs «CHAT RAN: Tell us whet the map is? 

f Yss.- “ell now, these indices were arrived at similar 


to the methods described by Dr. Boatright this morning 
with respect to his porosity figures, and as he pointed 
out only actual percentegs of porosity from samples 
taken in Spy Hill are known. iS I understand it the 
Government obtained the figures for him which he used 
this morning. After thet elb his informatienw its 
respect to porosity boiled down to the human element 

or personal error of one man, comparing what he thinks 
is good, fair or bad porosity. In connection with 

thie chart all these, the samples ur to this date 

from the gas cap erea nnd from the orude' oil sores in 
the porous zone of Turner Valley were exemined cxre- 
fully, and such samples as showed excellent porosity 
were labelled "4", those that showed next '"B", ‘those 
th-=t showed almost es good porosity, were shown <«s 

"BYU gnd "Cc", "D" and "EB", so that there were five 
eclessifications of porosities. Then the number of 

feet of porous zone were taken into consideretion, 


So if you heg 10 feet of porosity "!" that was given 
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an index of 5. If you had ten feet of porosity index 

"E" that was given one unit. In other words, this alse 
takes in the thicknesses of the porous zone end is 

wrong in this case where e« well drilled on an exceedingly 
high angle and naturally had agreater penetration to 

the porous zone, its index of porosity wouldbe slightly 
high. In fact in some cases very high, on the #ast side 
of the structure, where it turned over as shown over there, 
So with respect to the inégices of porosity on the tast 
Side, they really do not mean much, because you may 

have been drilling through ea very high angle. However, 
they were taken in just the same, in order that there 
would be no doubt ebout the method. Then strips one 

mile wide were taken through the Valley, in whieh all 

the wells were put into thet strip end all of them 

were classified and indexed as to their porosity. 

For an example, here is a strip through Sections 8 

endi9,, Township 19, Range 42, the index ot  oreata 

goes from zero to 60 for the upper porous zo 's here 

and from zero down to 60 of the Lower portson, and in 
this on the one mile strip there was an index of porosity 
in the upper poross of 48. 

Q I would like you to show that to the Commission so that 
they may see that. 

A In other words, the porosity in the upper porous of this 
particular strip wes very good, index 48. Unfortune tely 
I took a bad one here becuuse the lower porous in thet 
particular section wes not drilled, so I cannot tell you 
what it was, but you can see for yourselves what I am 
driving at. Here in the upper porous. So in this 


strip covering Sections 32 and 53 the upper porous did 
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aos 


not have a very good index. eo 4nd 25, the lower porous 
were very good. Now this aie up the profile through the 
entire field showing how the porosity is gettin: worse in 
the lower porous zone, and remains ebout the seme for 

the upper porous. Gets a Little better up here, and 

then of course, Home-Millerville is not on here. and 


incidentally its porosity is all in the upper porous 


ZOnGe 
Q Was anglo-Canadian included? 
4 No, this was only up to March 1948. This was made before 


L ever knew anything about what was happening there. 

@ How many wells? 

A pa wells “drilled up to tne, ees (cap cme mon me LS You 
see, sir, as already pointed out, these were teken 
both in the gas cap end in the oil area where the infor- 
Mation was evailable. The bad porosity in the Lower 
porous in this strip here is thé approximate) position 
of Dalhousie 8 and Brown 3. Now this is) 2) pnoftiise 
through the entire length of the field. Now only 


for the lower porous in the South end I made this 


other map. Lt "Ls up-to-date, only to loosen tered. 


Q Thais is now sxhibit’ "27"? 

A Nes. 

Q Just show that to the Commissioners? 

4 On this map this same indices were used, and where the 
porosity is bad it is dark. 

Q There’ is a legend, I believe: 

4 Yes, there is,  Perosnty, 20, to 40, 40 to 60, 


and 66 Up. ‘here it is ashigh as we go it is white, 
it is left white, but sll this shows that it does not 


conform to structure, because you see the porous 
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Zone S run.more or less North to south, 26 1s an 

irregular thing, and we do not know what it is going 

to be until we drill the well. Wow here is an excellent 

example of what they brought out. Dsevies By 8 large well, 

having an index of 46, but Spy Hilde ce one youvasksed, 
Dr. Boatright asked me whether I thought Spy Hill had 


good porosity. I would say it has good porosity, but 


a a 


not the best. There are others better than that. 


“Now apparently thet well, Davies No. 2, is surrounded 


by poorer porosity, and therefore, wells drilled opposite 
it will not-affect it very much, for produetion nor 

will it affect them. All this map does, it shows you 
the patchy nature or the irregular nature of the 
perosities. It determines permeability. In other 

words good porosity here, very bad there, and good there 


again. There will be no inter-communication in that 


a ck casino 


aredae 
THE CH\IRM'N: It cannot pass? 


It cannot pass or it will have to go around it. 

MR. NOLEN: Now what information did you 
have that enabled you to make that map and to put on 
it what you have put on, as to the relative nature of 
the porosity? 

All the well cuttings from all the holes drilled in 
Turner eee up to that time. 

All wells? 

All of them. They were all examined. 


Yes? 


Merten ne o 


Phere, fay have been the odd case where samples were 


not kept for 20 or 30 feet. Of course we could not 


use them then. 
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Q No. Now those sgmples are taken, are they, from time 
tO time? 
A They are taken usually by law once every ten feet, but 


in some cases where we wanted more information we 
have taken them every 5 feet, and in cther cases every 
foot» 

Q. Well what number of samples would be taken into consid- 
eration in coming to the result as shown on this 


Nea cal Owen eehied aad 


A PeSsnould Say. 50 time ss\.. « 2 s/s 
Q, Just approximately? 
A 45, let me see, I am not thinking fast enough. Wwe usually 


driil 450 feet into the limestone and, therefore, if 
you. examine every ten feet you will examine 45) sets of 
samples for each well, 

Q Yes? 
therefore, if there are) 160 wells, 40) gineswi 50. 

Q That is the number of samples used in the preparation 
of this chart? 

4 Yes. In addition to this examination shore, is) further 


what is known as a binocular microscopic examination. 


Q VWhat does that mean? 
A It is a microscsobve for two eyes. A monocular is for 
one eye. 


Q What do you do with it? 

A You examine these samples under this magnification SO 
that they appear much greeter in size, and they are 
much more readily examined for porosity. 

Q And was that method used? 

That method was used: 


Q And in addition? 
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& And in addition to thit we meade what ere known as 
thin sections. The seme as you made in your botany 


course when you took it at school, except we used them 
mor rock. (Thevyvars mede by te king a piece of Limestone, 
ebout the size of your thumb, grinding it down as smooth, 
to 4 Smooth polished surface, pasting that ona glass, 
the turning it over and grinding it down almost to the 
glass so that this thin section sometimes is as thick 
as a piece of tissue paper, thst is a thin section 

of rock. Then-those are examined under a slightly 
higher powered microscope, not a binocular, but a 
monoculsr type. “rom those thin sections we find 
these sectional calcites which I have already referred 
to as closging up in meny casscs the smaller openings 
Petween the larger pores. In some ceases the calcite 
completely filled the pores so that no oil was ever 
Methe pore, Or if it was, it was squeezed out when 
the calcite was deposited, Now I would like to have 


this understood that im spite Of all this work that 


LONE I EST Fe 


I have done and that has been done under my super- 1 


PCLT) « “so, wie ee 

C. TH CHATRIGAN: By the way, the examine tion 
of these samples you are speaking about, ere they done 
by one man? 


A Moe, Mr. We. Ds. Cs. Heekengie. 


& 


I interrupted you? 

A Yes. I have in addition to these exhibits, if you wish 
them, enlarged photographs of the thin sections 

Showing you exactly whet is dolomite and what is 
Calcite. Unfortune tely I could nos find them in the 


* office yesterdsy, but I esn produce them if you would 
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like to see them. These were photographed by me 

about the same time that this report was written. 

Now if you wish for me to read whet my conclusions 

were on the basis of this investigation which finished 

in March of this year, I would be glad to do So. 

TH: CHAirman: L think you shotvld. These 

are conclusionse 

On the basis of this work which was done long before 

we ever knew there was to be an investigation. 

Q Mit. NOLAN; and the document: you are 
reading now was made at that time? 
A For the Company. The conclusions were divided into 

Beo sections, "2" and)"B"., 
MLevtherupper porous» zone is fairly well) developed, 
"but to sligntly different degrees throughout the 
Nentine tii eid! 

You see that on this #xhibit here. 
"2. The lower porous zone is well developed only 
"in the extreme South end of the field and is the 
"main producing oil horizon. It is’ poorly developed 
"in the North, central and South Central part, and 
"where observed in these parts, seems to have been 
"alimost entirely obliterated by deposition of 
“Secondary calcite. Dalhousie No. 8, Brown lio. 3, 


Pr eavance. Nies OA st 


"3. The upper porous zone is the main producing horizon 
"for the large gas and naphtha wells throughout the 
"field, and appears to have been most prolific near 
"the crest of the structure. This was apparently due 


"to intense fracturing, rether than greater porosity." 
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I have already explained the fracturing. 

" "4, The snall amount of oil, obteined,in’ the wells 
"Worth of the Sterling Pacifia Seetion is quite 
“definitely confined to the upper porous zone. 


"Model Wo. 1 and Advance No. 54. 


"S. The gas-oil boundery is farther down the flank 
Nin the upper porous zone than is the ease in the 


"Lower porous zone." 


And if that is the case, or if it is just the reverse 
of tht case then Dr. Boatright's and my arbitrary 
boundary lines of the gas cap area sre wrong. 

"6. The average index of porosity thr the entire field, 


PLOnnpOunepOrals: ZOne Ss, 1S:-60%" 


That is @sing these indices as I explained. 


TiOneune Upper I20N8,505.'and Tor the lower goneese, 


And here is an abridged teble of pososity indices. 


T.20 Oa o LD. 3 48.8 
TN ES, Bia 14.5 04-8 
T.18 SLel 40.2 a9 2h Me 


In other words in li rch it became apparent to me that 
the large production which we are getting in the South 
West end of the field might not be obteined Northward, 
and certainly I did not on there was going to be a 
COmmission at that time. In fact I did not know I was 
going to be on this Commission until about ten days 
ago, 1l mean a witness at the Commission. I am not on 


the Commission. 


MG +; 
Bil se ee 


. 
7 ore 4 ¥ ‘ 
"4 JOuG LOG. "y fu ie ¢ c 1 ae. ee - 
7 : “ sa09 La’ ars & — Wii 
er ‘ oy) di aur Re : te -eupiva Ry Py. 
f TNS lee 4 ae St 


. Pa 


vane Lt : : oe a Gass ; ; 
heehee ; 4 eer) 
4 a's ma HoyS , I , 
4 ; ; ; : 
L ih G.” BIO ae eg 4 
: : z3 ; od * 5 hte Be. Oe, iE: 
a es + ey 7 

ahh A \ 


ot 


‘ 
DA ee 


ow a i* a 
a | 

nr - 4 Md : : 

enti, Pao Oy 1s | 

| i its ‘ f $ ~ F my ae 

: 7 P ae — a ck , wate pa noe oe e ef epiare ree C 
; P 4 oe ' : we : = 2 a Ln 
ieee at yt eg 216 | oe 

iw Ss : a> A ak a a ae i: ar 3 a 


C.2-26 
Pel. 2. Link-rece lled-Dir.ix. 
~579~ 
"The above figures indicate that the South ‘est 
"flank, Township 18, has a greater porosity index | 
i 
| 


"when considering both zones and the lower zone, 


Nand with respect to the upper zone it is essen- |) 
g 


"tially the same as the remainder of the field. i 
Mie the sbove Tigures and profile, also figure 15 
"indicate that the Northwerd extension of the 
"“yrolifiec oil area may not be beyond the North 
"bounday of Sections 7 and 8 in Township 19, 
VErenee a, west Vor ithe Oth. There appears to 

"be a barrier of secondary calcite deposited in 
"the lower porous zone which may hsve prevented 
"the Northward migration ofthe oil on the lest 
"TLenk in’ this’ zone. see discussion of Figure 15 


Nin text. 


"8. The discovery of high bottom-hole pressures 
"along the Southwest flank seems to point to the 
"conclusion that permeability, when considered 

WOVer wide areas, is not very greet.” Ifspermdability 
"were widespread, the pressures measured in newly 
"drilled holes should be comparable to those 


"existing neer the top of the structure today." 


And of course that should be qiaalified by taking into 
account the greater depth at which the wells ere now 


being drilled. 


"This being the case, the ‘closing in' of naphtha 
"wells neer the erest of the structure may be 


“of little aid in preserving pressures down the 
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"fiank." 


For example if we find at thet particular area ell 
the gas in the gas cap ares’ came out of the upper 
porous zone and most of our oil is coming out of the 
lower porous Zone, we are talking about two different 
layers, and if you are going to preserve the pressure 
in the upper porous zone it may not affect the lower 
porous zone, but if there might be fracturing which 


connects both of them, if that is the case it may. 


Peele toan versa gy in Size or wells. ites 

MWwell as the marked changes of the porygsity 

Nindex Tromiwell: to well, indicates that pemme- 
"ability is absent where no frecture exists, or 
"where fractures have been clogged up by secondary 


“calcite deposition." 


And incidentally, if you want o good example of how 
fracturing enters into the production of a well, 
Will reeite the record of Richwell To. 1 Just 
recently completed in the South end of the field. 
Richwell No. 2 was one of the examples of very poor 
porosity given in this report No. 18, and as they 

do now with mony wells, it was acidized immediately. 
The acid went in under yacuum. When they pumped this 
acid into the well they pumped it under pressure and 
they built up to e certein number of pounds, and if 
the well is tight, noneporous, it will not take it 
because there is no plece for it to go. They built 

up the pressure then 211 of a sudden it gave, and away 


went the whole flood of acid and it pulled in this acid, 
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what I would think, through a crevice. In the samples, 
cuttings taken from that well in the porous Zone, it 
showed what is known as slicken siding. When the 
rock moves along the false plane, alone a displeconent 
lane like that, it makes serstehes and smooths off 
the ‘two surfaces, so that they are almost as smooth 
as this desk, thst is what we call slicken siding, 
and that suggests pulling naturslly. Samples of 
that kind were found in this well, and in addition to 
that on these surfaces along this fractured plane 
was found calcite, pure lise, which the acid attecksz 
first, before it attacks dolomite. 
Now *BY under tentstive conclusions. 
"1. There iis a possibility th:t the upper and lower 
"porous Zones mey be connected with one another, 
"at and near the crest of the structure, by way 
"of open fractures. There are no data to substan- 
"tiate this possibility. Bottom-hole pressures 
"taken in both zones at tne time of drilling the 


"hole might have thrown light on this problen. 


"2. The brown staining of the porous zones North 
"of the Sterling Pacific section is highly sug- 
“pestive of the former presence of oil in the 
"Zones prior to the deposition of the secondary 


"ealcite." 


Now there is a point which I did not bring out to date. 
The porous zones, the lower porous zones in particular, 
in the South end of the field, where the wells are 
prolific is white, in spite of the fact that it onntains 


Oil. After the oil has been washed out it comes up 
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very white, but in the North end it is dark brownish, 
like that sample I gave you the first day. The 
Gloseést examination of “these cuttings suggesis that 
There. may a zone of ofl between the sestionsl calcite 
et tne walls of the pore space before the calcite was 
weves.700,. Ly May be, = think this is just an academic 
Peeee,l Oh. 4c May be that oll had been in that porous 
zone and then the calcite was deposited ann pushed the 


O11 Out. It may have been pushed up down to the South 


end. 


"4. The presence or absence of secondary calcite in 
“fractures may be an important factor with respect 
Po tie tnttse) si28 of ae wells, Likewise’ tie 

"possi ble quick action and penetration of acid along 
"ealcite filled fractures may explain the great 
"Nineréase of production after acidizing, in those 
wells where acidiging has increased produstion 


"materially." 


In other words, I predicted what happened at Richwell 
foo5. Monch, in, Meron, and you. know, -seology is not 
ey exacy Sciences out sometimes, you can predic: some= 
thing « 
"4, The question of closing-in all naphtha wells 
| Nat and near the crest of the structuxe. in order 
"to conserve gas-pressure for the flank crude 
rou. wells. is still opens: Unless the lower and 
"upper zones are actually connected with one noth s. 
"the conservation of pressures in the upper zone may 
"heve little effect on the lower zone where the \erude 


"Oil exists. The recent study shows that a distinct 
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"non-porous break exists between the two zores 
"iorougnour the entire Tield. 

y Sethe Upper Bone .AGts aS (eit ay sand) Behe 
"glosing in of the structurally higher nephtha 


"wells may be of some use." 


Now by "thief sand" I mean this, we have two formations 
eontaining gas or oil under pressure. Th tne upper 
payer is at, under a pressure of 1500 pounds and the 
Lover layer is’at under pressure of 2500 pounds, 

if the well is closed in a differential may have taken 
piace by this gas going into the one of lower pressure. 
That is a thief sand. You mightucald liv a wiiiet.-7zene 


in our case here. 


" However, more data on bottom-hole pressures in 
"both zones are needed to determine this. The 
"patchy nature of the lower porous zone itself, 


"Figure 14, Map, leads one’ 
this is it on this map I showed you, 


"leads one to believe that direct communication 

"of the ‘est flank with the crest of the struc turé\ 
"is problematical. Fracturing of the upper porous is 
"Zone at and near the erest of the structure has, 

"no doubt, given rise to a more direct and free 
"movement of the lighter gas and naphtha throughout 
"the structure in that zone. This may account for 

"the fact that newly drilled wells along the crest 
"Usually 'come in' with closed-in pressures as exp cted, 


"while the newly drilled in oil wells on the west 


"flank are all showing pressbres higher than expected 
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"on the basis of free or unobstructed movement 


Nover wide areas." 


THS CHATRMAN: Anything more, Mr. Nolan? 
MR. NOLAN? No, IL think that is all you 


have to say in explanation of how these charts came 
to be made? 
Yes, 
And the information which they contain? 
Yes. I might say that we prepared u map of this same 
kind up-to-date for our own information and if the 
Commission would like it after New Year's we will be 
Prac. bO submit 1% in the place of this. one. 
THE CHAIRMAN: We will be very glad to have 
20s JUSt a minute, Doctor, any questions? 
Peaw en! LOY: Yes, if you please. 

Q DRs BOATRIGHT: there are a few cuestions here I would 
take. to ask you, Doctor, on that, I understood you 
to say that the indices which you have made and shown 
BrapniGa lly. ow... 
MR. NOLSN: Before you go on might-we give 
this a number, now sir? 
THs CHAIRMAN: We will meke it Exhibit "28". 
MR. NOLAN: And copies of this will be 
provided for the Commissioners. My friend has a copy 


and the reporter has a copy. 


THE CHAIRMAN: HO SEDANS ak Weg a rae that will be &xhibit 
neen ’ oS 
\ 
TH2 CONCLUSIONS PRESENTED BY 
© WITNESS DR. LINK HERE 
MARKED AS EXHIRIT. "28". 
THE CHAIRMN: We will now take a short recess. 


(The investigation was here adjourned for five minutes). 
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2Ol Des BOATRIGHT: Now Dr. Link, inasmuch 4s 
we heve now considerable evidence on the subject of 
porosity which heretofore we have not hed at our 
disposal, it might be well to go into the theory of 
how this porous happened to be there, as a basis for 
the analysis of these porosity figures. 
THE CHAIRM’N: Before you enter upon that, 
my Leask each Of you, did you offer, Dr. Link "vo 
Preeboatrpent, tor his consideration or did you, Dr. 
Boetricht; esk Dr. Link if he had any such material 


before either of you gave evidence. 


Dae (LIN: You mean during the last few 
days? 
THE CHAIRMEN: Yes, when you were seeking 


information, tr. Boatright, in preparation to give 
evidence here, before this Commission, did you seek 

any from the Imperial? 7 

DR. BO ‘TRIGHT: No Lean ster Sl rook Lh ot 

my records from the Petroleum and Natural Gas Division. 
tr. Link's work was outside of that. “It might be well 
to put in a word of explanation there, ‘ve have work 
that has been done almost along the same line: as Mr. 
Link's, and had 61 wells upon which to basevédruevidence 
porosity. I felt that that was sufficient. je had 

the actual porous,porosity figures, from the only 

well which had been cored in the form in which actual 
porosity measurement had been made, ‘ve had information 
Similar to that which wr. Link has offered on 61 wells 
in the field which was e large proportion of the wells 
and I did not feel that it was necessary to go further. 


However, now Mr. Link hes introduced two charts which 
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will require analyzing. I considered the same thing, 
although in a slightly different way, but in order to 
Glear up this subject of porosity now that this 
evidenee is in, I feel that we should have an under- 
standing as to how that porosity occurred, what its 
past history was, in order to intelligently interpret 
this information. 

tam GHALYTAN: Quite so. These two charts 
came in late, and I just wanted to know why it was. 
How it was not mentioned in your evidence in chief. 

Ma OLS IN: My Lord, may I explain a 
Poor Unster Lbs rolerred to. in that pertion of 

Dr. Link's report that I read to the Commission 

this morning. 

THa CHATRMAN: At wheat page? 

Ma. WOLAN: At, page 7. What Leread) to 
you this morning. 

THE CHAIR iay: Is there anything eppearing. 
there about these charts? 
“ITNESS : No, it just said further infor- 
mation in that respect could be found, and in fairness 
to myself I would like to make this statement, that 
when I heard Dr. Boatright was here I went, as a courtesy 
Coil. to see him, and I told Dr.. Boatright that I would 
be glad to discuss the problem which he and I are going 
to work on any time he wished to. He could come over to 
My office and get any information he wished, but. Dr. 
Boatright did not avail himself of that opportunity, 


Scel think If. Dr. Bostright.and.Mr,.levies and I had, 


‘we might have been much closer together on this. 


THE CHAIRMAN: “ Well all right, gentlemen. Now 
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we Will proceed with the cross-examination. 
Pes DOATHIGHT: Just a word, Mr.Chairman, 
I would like to explain one thing which may seem a 


little peculiar to you. As lL statec a lew iminute 


Ss 


eeo adi felt that the information I had jon porosity was 


all that was necessary of the type of information 
available. I knew Mr. Link had some additional 

information. After all that information was the 
result of one man's work as was mine, and in this 
examination of Mr. Link I am going to try to show 


mou why I. did. no sonsider it. 


oie CHA LRMEN: Zlilright. 
Dine DOA RIGHT: DGew bine) VEL Vou ease 


give us your idea:.of the history of this prous spa 


in the lime in Turner Valley? 


cross= 


to 


Gc 


oterespect 10 first the formation of the dolomite? 


Just Start right in at the beginning end carry the 
history of that porosity through? 


Wow limestone, pure limestone is calcium carbons te 


? 


Ca Co 4, chemically speaking, but there are very few 


dimestones known in the world that are, pure. There 


ere ovner constituents in tem, either in a chemical 


combination with it or a physical, like a grain of 


Send’. 


A grain of sanG would be physicsl. One of the main 


Gonstituents of calcium carbonaite or Limestone is 


magnesium carbonate, MgCod.e I may be a littie off 


Or 


my twos end threes in these cghemicel formulas but the 


min thing is this, that they are sll gradients from 


the extreme dense, hard black lime which is usuclly 


called by geologists the magnesium limestone, because 


the magnesium is there in greater proportions than 
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the black limestone, in the black sort of limestone, 
so we have the two extremes, magnesium limestone and 
pure limestone. Now through processes which are not 
agreed upon by all geologists, changes take place in 
the limestons. If one part of calcium carbonate joins 
with, I think it is another part of magnesium carbonate, 
there will result es calcium magnesium carbonate which 
BewOLOmite, “thet 2S With Limitetirons. \ivean explain 
Milde sss s 

Q May I interject there that tends to give the porosity? 

A Yes, that gives the porosity, and theoreticelly it 
will give e porosity of 12.4%, if everything is fine, 
but as I way the Limestone is not usually pure, not 

as the magnesium carbonatsc. the main thing to remember 


there is plus that magnesium carbonete you get calcium 


ie | 


Gerbonete in solution, as in weter form. It is water 
with caitcium carbonate in it. Now when that takes 
place, naturally you ask where doss this calcium 
carbonete in solution go through. Now it can do 
Sevoreal things, and there esein it all depends upon 
What the pressures are, what the temperatures are. 
They have tried to make and they have succeeded in 
making small amounts of dolomite, calcium magnesium 
( Carbonate in the laboratories, but there we have this 
calcium carbonate in solution. Tt may all settle down 
to the bottom of this dolomite, and be deposited down 
there as a solid mass of calcium barbonate in the 
bottom part of it ,or on its way down it may trickle 
through and wherever it comes in contact with a small 
pore space it may fill that up, and thst is where the 


Secondary calcite comes from. However, there may be 
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conditions where waters from othe.» sourcss might come 
in contact with this dolomite, which also may have 
calcium: carbonate in solution , and £.111. those pores, 
6ven. granted they would be filied from this remaining 
calcium carbonate. Now the peculiar part about this 
all is that the megnesium limestone has a great deal 
more magnesium in it then the dolomite limestone, 
and it is very dense. Magnesium Limestones are 
very solid, dense masses, and there is thse possibility. 
of what we call our black limestone is a magnesium 
Mimestone. That is just a theory now. I have 
not been down. I did not watch these things when they 
happened, so there we have porosity made by a combin- 
ation of calcium, magnesium and carbonate, rather 
the calcium carbonate into the calcium magnesium 
carbonate, which is dolomite. That is whet we might 
term the primary formation of dolomite. Now it may 
happen when the sediments are laid down, it may 
happen millions of years after they were laid down, 
we do not know, they are always trying to find out, 
but in some cases they think it happened this way 
and in other cases they think it happened the other 
way. &fter all this has not much to do with pipe- 
lines. Now in addition to this, is this all right 
so far? 

Q Go shead? 

A Now with respect to increasing the size of these pores. 
Let us assume we have what is theoretically reg: rded 
as a true dolomite, with 12.4 porosity. If circulating 
Weters enter this formation under a pressure and temper- 


ature which would be suitable for this circulating water, 
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tn dissolve even further these pores into larger 
spaces we might call that secondary cnlargement 
of pores, or it might even be secondary dolomiti- 


zation. It is quite characteristic of fossils 


shells which are in this Limestone. 


(Go to Page 591). 
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They are pure lime to start with but have a 
tendenay to go over into dolomite and just why, 
they do not know. Therefore if you have a lime— 
stone which is there, which is profuse with 
fossils, when dolomitization takes place it will 
be more porous than the usual 12%. 
In addition to the chemicals mectioned above 
there are others, like silica, that is a pure 
form Of, (on you can call’ it gand, quartz, Silica 
is an amorphous form of quartz. we find 
stringers also of that ‘i the Turner Valley 
limestone also and it is very dense and hard and 
I would like to state here that I think in that 
L170 feet of porous zone which Dr. Boatright used, 
a great deal of it cannot be regarded as porous 
limestone, it is crystalline limestone, it is 
limestone where golution or something. I do not 
know what, has chamged the limestone with any 
crystalline constituent, into crystalline shape 
and it looks just as white as the porous zone 
and drills just as easy because calcite in pure 
form is very soft. The same may be said about 
this porous zone, when it is entirely filled with 
Galcite it grills just as easy as if it was filled 
with oil because caleite is very soft. On the 
Other hand when you hit a band of silica you have 
g0tG to stop right there because it 1s hard, it is 
harder than steel. I think that is about far 
enough. iWe can go on forever on dolomite. In- 


Gidentally you should know considerable about 
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dolomite because Professor Van Tuil, who used 
to be at the Missouri school of mines has pos- 
sibly written more about dolomite than any 
Other geologist I know of in North Americay 
and he is at the Colorado School of Mines. 
He is at Colorado? 
He did the work in Colerado but he used to 
teach at the Missouri School of Mines. 
Now in your estimation was this lime originally 
laid down, or rather how in your estimation was 
this lime originally laid down. 
It was laid down under the sea. 
And what sort of water, shallow or deep? 
Shallow. 
Jod was the water warm or cold? 
I do not know. 
The general opinion is that it was warm water, 
LS it not? 
There are some geologists who claim that limestones 
require warm water for disposition but they are 
finding limestone dispositions being made away up 
in the Artic Circle today. 
If they are found in the Artic Circle that would 
not necessarily indicate what the temperature of 
the water was at the time. 
No, I am talking about marl dispositions which are 
being laid down in lakes at the present time, and 
marl is a form of lime. 
About how much, relatively,how much magnesium 
carbonate does the water contain in proportion to 


calcium carbonate? 
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ee 1 
I ado not knew. If I would tell you I would be 
guessing « 
Is about 3 to 1 correct? 
Evdo (not Know- [can find out ovt I do. not: want 
any homework over Christmas. 
Then this lime was laid down under the sea in 
relatively shallow water, was it not? 
Possibly. 
And is it, as time went on. that lime was de- 
posited and at the time it was deposited, did it 
or did it not have porosity of itself, that is 
the particles of limestone which were so super- 
imposed on one another, was there any porous 
space in between? 
When it is laid down it usually is laid down as 
o0ze, or mud, as there, "ooze" describes it, a 
slimy mu@ and it may have included in it particles 
of water and the chemical change of that "ooze" 
into mud will naturally take place as the tem- 
peratures and pressures are changed, over mil~- 
lions of years or thousands of years, as the case 
may be. 
In other words then at the time the limestone is 
laid down it has an inherent-porosity due to the 
way ite deposited on the ocean floor, doesn't it? 
Not in the same sense as porosity in a sand for 
example. 
Well at the time it is exactly in the same sense, 
is it not, because the pore space is filled with 
water. 


No, but the particles of it are so small that they 
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fit together 85 tightly that it. ig no like a 
sand. 
Yes, but so far as porosity is concerned, couldn't 
you have identically the same porosity with small 
particles, as you can with large ones, theoretical- 
ly if we place perfect spheres of any size to- 
gether and place them that way, one on top of the 
Other, that will give us a theoretical porosity 
of how much, do you know? 
No, it depends upon how you put the grains together. 
If you superimpose each sphere of the same size in 
a cubical arrgngement, just as though these spheres 
were with eight corners and this radius is half the 
length of one side of that sphere, that Poe give 
you a certain defined porosity regardless of the 
diameter of that sphere, would it not? 
Yes. 
And what is that porosity? 
I don't remember. 
It is slightly over 47%, is it not? 
Tra t is for sand grains or spheres? 
Tra t is for spheres. 
Yes, for spheres. 
And if we take those spheres and lay them together 
under the most compact manner possible, regardless 
of the diamet @w@ of the spheres, it will give us a 
certain porosity, wili it not? 
Sure. 
Then the matter of the diameter of these particles 
which are laid down will not make any difference 


in so far as porosity is concerned. 
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Yes, but you cannot give me one instance where 
the spheres are all the same diameter and there- 
fore adding to yours, if the diameters of these 
vary, supposing we hed some more little spheres 
which will fit into these little places you have 
just put together in the largex spheres, they 
would take away porosity also. 
But you have that same condition in sand and 
lime? 
Sure > 
And so it is possible when that lime is laid dom 
to have the same type of porosity as sand? 
No » 
The total void spaces might be the same? 
Not necessarily because a great deal of lime is 
also laid down not mecuanically, but chemically. 
In your estimation was this lime laid down 
mechanically or chemically? 
I do not know, 
You have no opinion upon that? 
No. « great deal of it naturally was mechanical, 
because you can see by the fossils in it, they 
are part of the lime. 
They are part of the lime? 
Yes, they were laid down with it. 
What is your idea of the reason these fossils 
occur in the lime? 
Because they lived there. 
In the lime? 
No, not necessarily, they lived at the surface, at 


the top of it. 
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Q ks it not the general idea that these fossils 
were killed because of the conditions exist ing 
at the time that lime was laid down and fell 
into the lime and was included for that reason? 

A Well some of them are animals which swam above 
in the water and others at the bottom, like 
oysters for example. You never heard of an 
Oyster swimming around at the top except in the 
egg-stage, theylived right down on the surface 
there. 

Q Them we are back to the limestone when it is 
laid down and it has some porosity, regardless 


of the amount, does it not? 


A Some but how much I do now know. 

Q And it has some entrained water in there, doesn't 
it? 

A Yeso 


& And then this limestone after being laid down, the 
sea receded, the Limestone was eroded, is that 
approximately the history of this Turner Valley 
Limest one ? 

A The limestone that is there was not eroded, other- 
wise it would not be there. 

Q How do you account for that silicious Layer on the 
top of the lime? 

A The limestone was eroded down to the top of where 
it is now, and just how much limestone was above 
that, that was eroded, we do not know. 

Q No, but nevertheless, as we trace the history of 


this limestone from the time it is laid down up 
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ra) 7 ie 
until now, there was an erosion, on top of that 
lime, was there noi? 
Yes,what Dr. Boatright is trying to tell you, 
that after this limestone was solidified and then 
raised up again abowe sea-level. it was in con 
tact with the air, is that right? 
TH CHALIWAN : Go on, we are listening to your 
views now. 
Well it was eroded and there was what we call an 
unconformity. 
DR. BOATRIGHT ; Now in your opinion, was this 
dolomitization, put it this way, did the dolo- 
mization of the limestone take place after that 
eroston or before? 
That is something that, I would say offhand, I 
would say it happened before. 
Before? 
Yes, because you have these two very hard streaks 
that you are mentioning at the top and another 
one between the upper and lower porous zone. 
Indicating possibly two unconformities? 
No, I do not think so- 
How dm you account for that lower silicious layer? 
That silica may have been deposited in there as 
a primary silica, it might have been, I do nok 
say it has, it could. 
Well it is your opinion then that this dolomiti~ 
zation tcok plase soon after that limestone was 
laid down and before its emergency, is that it? 
Possibly from the evidence we have. 
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throughout because you find these porous layers 
pretty well scattered over the lime, don't you? 

A No, they are not scattered all through the lime, 
there are some very very dense layers. 

Q You find this upper porous zone in which con= 
ditions were favourable for dolomitization 
pretty well over? 

A Yes, you find it, 

Q You also find the lower zone fairly continuous, 
although as you state. there is some calcite kas 
been deposited but the pores were there neverthe- 
less. 

A No, I would not admit that. As a matter of fact, 
to show you how theoretical this is, Mr. McKenzie 
now has the idea that in some of these wells there 
never was a primary doiomitigation at all. see. 

Q Is that your own opinion? 

4 We wall have to do more work with petrographic 
microscope to find thet out: 

Q As I understand it then the geOlogical history of 
the formation of this limestone in the line of 
the present geologisal knowledge is not sufficient 
to give you any basis for determining whether or 
not these pores are continuous down on the West. 

A Correct, and therefore 1t is my opinion that any 
estimate on the reserve of crude oil cannot de 
based on the porosity of this limestone. 

& All right. We will go into that now. Referring 
to your chart No. 1 whieh 1 believe is marked 


Exhibit "26", the map carrying the index porosity, 
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and by the way, while we are on that, before 
we leave that other subject, there is no def- 
inite geological information which precluded 
the possidsility of it desing pouved down there, 
is there? 

No. 

Q So it is fifty fifty either way, the geplog- 
ical information does not give you a criterion 
for using it and on the other hand it does not 
give you a criterion for discarding it, 

A The records from other oil fields and from the 
observation of out-cropings of limestone and 
dolomite and my field experience, seeing them, 
living on them, camping on them, leads me to 
believe that dolomitization is an irregular 
thing which no man can predict as to its ex- 
tent anywhere, let alcne in an area where you 
cannot see it. 

Q In this particular field though, so far as the 
upper zone is concerned, you find it as fairly 
uniform throughout the field, don't you? 

A Yes, fairly. 

Q The actual drilling of this field has showr that 
that upper zone is fairly uniform throughout the 
field and has been encountered in every welk ex- 
cept those wells which show secondary calcite. 

A Yes. As a mgtter of fact there is very little 
secondary calcite in the upper porous. 

Q You always have some, except in one or two, for 
instance Dalhousie 8&8. 


A No, that is all lying in the lower porous.. 
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Q The upper porous was all right) was it? 

I cannot tell you that. The seetion which I 
observed in Dalhousie, it may have been the up~ 
per, because there was practically nothing in 
the upper porous zone at the well. = presume 
we should by inference assume that, if it was 
porous there was nothing in it or it was non- 
porous - 

Q In other words you have a pretty good criterion 
for saying the upper porous zone is pretty 
well continuous in the field. 

a It is continuous but irregular. 
irregular in amount but continuous in fact, is it 
not? 

A Yes. 

Q And carrying that analogy further, if conditions 
under which these porous spaces were made were 
such that it allowed a fairly uniform porous 
section running through one strip, it is at least 
not unreasonable to assume that the same thing 
might happen in a lower streak which was laid 
down. 

A Not considering the conditions sna considering the 
facts that you have a magnesium limestone under 
the second, at the lower zone. 

Q That magnesium lime by the way, did you have any 
analysis of that? 

A lio. 

Q Are you familiar with Mr. Goodman's article on the 
geology of Westerm Canada? 


A Yes. 
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Does he not have about the only information on 
that Sioux well. 
Doesn't it show the analysis of the limestone in 
this Turner Valley? 
Yes. 
There is another one here, "Variations in the 
chemical composition of the oil and gas bearing 
limestone at the Sioux City well, Turner Valley, 
Aiberta, by We. P. Campbell". 
And what is the percentage of magnesium which is 
found in that lower limestone section? 
Well I really do not know where the porous gene 
comes in the Sioux UCity well. 
No, I am talking about this magnesium lime, that 
section 450 feet below the top. 
Where was the top lime at Sioux City? 
I will give you that chart. 
L think it is $9 hundreds, here it is, 4485. 
Referring to that, does that show any evidence 
of being a magnesium limestone? 
Well they run about the same all the way up ad 
down heree There is the dolomitic part, they 
change, they alternate, the highest magnesium 
carbonate, the purest basis in what might be 
the porous zone, runs up to 45 and below that 
runs up to 38 in some instances, but in most 
instances as we go below here of course, we 
Start getting into what would not be called 
magnesium lime but would be called a shale. 
You would not call the lower part a magnesium? 


No, I just made that suggestion. 
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Q What were you going to say about on the basis of 
that Lower magnesium limestone. 

A The thing I would like to point out here tmt you 
have, this dark betweea the upper and the lower 

porous zone and in which unless fracturing 
would allow it, secondary dolomitization may not 
have taken place in the lower porous. it may have 
in the upper. 

Q Again referring to that analysis of the lime, as 
a matter of fact in that middle, inpermeable layer 
between these two sections, the amount of dolomiti- 
zation is much greater than in amy other part. 

A You mean in the dark between. 

Q The actual amount of do+omite in thut dark? 

Yes, that of course, that is on a pure basis, is 
it not? 

Q Yes, that is on a pure dolomitic basis, that is that 
dotted line there? 

4 Yes. 

Q And that section wwich is impermeable shows the 
greatest amount of dolomite, doesn't it? 

A Yes. 

Q In other words that would indicate that something 
happened to that dolomite after it was formed, 
would it not? 

Yes, yes the fossils indicate that too. 

Q In that event SA Oe GU ee of the lime initially 
would not have very much to do with it, would it? 

A No, I didn't say it did. 

Q I am just bringing, out the point? 

A Yese 


arco i 
' " 
1 i Al tf 1 De 4 
P. oe P ie 
%e va whe oe f 
ae tied a ner 


ae | ‘ A 
ad. 3 - : " 


: ‘ae —s aa: ONT kD Sroke, Vas wake acoarota 


au SP rane: \:. ot ta eee J ai Fmorayaln ate 


amine web bidted: Ze th isa: ed omit) See wd 

ater. ge Fo Ano - feng sea Coe wired: “4 5b bacon} 
‘ iN ty 4 . he 

Vo Rie LeTOsts S640 Peinw Al. SAR SHOR ae evi! 


. * s <i ~ A 2 
Hert Yt MORTRS SS SOLO) ¥ TERAOCSR rg: woliu iz 


eVOGIS, cere 


Be gentivods so 8taylaes Fes Gite LRSM: one 


: ~s t) c . ° 
AEA Boe ern it ee, a Sei) fowl ve | a | ‘ ; 2 “is of ps) ey Ms zig A Ce 
werd ' a 
go : ‘ UY se ) 
. S ny Ro vents Ay rt ; . a ci / cr * 3} 2 é LN lew us, oe er t. : a 
Pine hes.) FO: PRN Ge aT PREP OR) eh eee 


Mes ot On: i Le tit (eat eas Le iim ae 
LAY. at , Spied) PORE lane oy, CpSuiy dip eal bt Wise cy Th va 


mat iv be. Gee | 4 + : CF tt CG ma yo SLE 4 > < sete u 


Tike t yi 
Be ds : oy SAS Sauer RO Aa, pe cear 3s i ‘ he ; it re 
i Whee doy 6 tones neat ee a 
> Lat : 7 C184 


hy Ps Babs at q rr és : oat i #3) 3 i Peete A ry f cf i ie a8 ak: dott. 


a ¥ 
Ake | ‘ ‘a ‘ig eI 
-, | , ee a. ‘a? aa ‘eta 


| “e i . - : y. a ) / = sy ae 
; i 25 (96 24 7 Rnone ieeeeaee 
. 

; ‘ / ‘ eS a 


ats etawt bak bel cen iit Aine oneaiee at 

wt Aaw vl weiLs ete kaa wean Pao ated ¥ 
| fates 22 8 Lue 

ae x ie Pty Divst: ae. v8 BOE, angi dary Pc’ ae 
Omid oud Sates Bele ry Ta ase titeewy port ad 
0 > te Eee ob: og: Wont arcane etheatt et tis 
Aho ake uae ‘eo SPER DS ro a 

» PT aaloeeddcesan mega sea mA « 


Dr .-fT-A-Link=-Recalled-Dr.ix. 
C+2-23 


Q 


- ££ FF © & 


= 608 tie 
Coming back to this chart No. 1, just wha does the 
index, I will repéat, coming back to chart No. 1, 
which has been marked Exhibit "26" you show thereon 
so~calléd porosity indi3zes for soth the upper and 
lower porous horizon in the big lime? 
Yes. 
What do those indices mean in terms of thickness of 
section? 
I explained to you that for every ten feet of 
porous zone, it goes under a classification of "A"; 
this ten feet would rsceive five units; every other 
classification of ten feet of "B" classification 
would get four units and so on down.to one unit and 
then when it is dense, no units. 
And then on that basis let us amalyse th ese indices, 
let us take, you have one there, any one. 
We will go to the far right, here is 22, no, 24 on 
the South end, or the top- 
All right, let us analyse that indices, what is the 
maximum thickness and porosity that that could 
represent then, that will be the maximum thickness 
with a minimum porosity, what could that represent? 
That could represent 24 x 10, 240. 
240 of a porosity of 1%? 
Yese 
Let us go to another one. 
Well we will take the big one here, the figure, 
sections 8 and 9, township 19, ramge 2, 48 x 10, 
would it not---~ 
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thickness of 480 feet with a porosity of 1%? 
Yes. 
Or it could represent a. thickness of 240 feet, 
220 feet of course it would be. 
Yes. 
With a porosity of 2%. 
Yes. 
Or it could represent, and so on down the line, 
Yes. 
In other words these figures give the maximum 
thickness with the minimum of porosity or the 
maximum porosity with the minimum thickness? 
Yes. 
And you have no way, from these records, of tell- 
ing just what that thickness is, do you? 
NO» 
So when you say that you figure on 170 feet as 
excessive, that inforaation there alone would not 
be sufficient? 
That would not show enything about it. 
That would not justify that statement, would it? 
No. 
And what have you figured out the effective void 
section represented by those figures? 
I have not figured those out. 
You have not figured thae out? 
No. 
Let us do that for one of the forty indices. 
Take the right side one here, 24, on what basis, 
do you want to assume 12%. 


I want to show the void space represented by that. 
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I do not know what the percentage of porosity is, 
how can I figure it? 
In other words that does not tell you anything 
about percentage of porosity? 
No, I never claimed it did. 
It simply shows a variation in pore section 
throughout the field, is that right? 
Yes, the best thing we could get hold of at the 
present time, 
In other words that chart there then would be of 
no assistance in calculating reserves would it? 
Noe 
If you wanted? 
Oh no. All that does show in graphic form to 
people other than geologists how porosity varies 
just as the map does. 
Then that particular thing would be of no value 
in an evaluation, would it, other than showing 
that porosity does vary from place to place? 
That isytha t I an trying to demonstrate there and 
it is apparently very similar in the lower porous 
in the central part, the central and north central 
part. 
Now referring to your Exhibit "27" I believe, the 
porosity contour map? 
Yes» 
That I believe showed only the lower porous zone? 
Yes. 
And I believe you had stated heretofore in your 


testimony that in your estimation the lower porous 
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zone is much the poorer of the two zones, is that 
correct? 
Noo For the south end of the field the lower 
porous is the better. 
In other words the two porous zones seem to more 
or less compensate over the field, that its if you 
get lower porosity in the upper, you generally get 
higher in the lower. 
Wo, I would not say that. 
That map is of no value for over-all porosity in 
the field. 
No, this is just talking about the main producing 
horizon in the south end of the field and another 
thing you might be interested to know, that when 
tests have been made in some of these wells, ter 
measure the gas and oil in the upper porous with 
respect to the lower porous that the percentage of 
oil in the upper porous is about 10% of that 
found in the lower porous and the amount of gas 
is much greater in the upper porous relatively to 
the oil than in the lower. 
4s a matter of fact though you also have several 
wells such as the Frontier and Royalite 52 and 
Royal Camadian Noe 2, waich have very little 
porosity in the lower section and yet are pretty 
good wells, are they not? 
Which ones were they?? 
The Frontier, Royalite 2 and Royal Canadian No.d. 
Yes, and Richwell is, to give you an example of one 
that has absolutely the worst porosity and a big 


well because of fracturing, which also throws out 
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all calculations beaause you do not know how mu¢6h 
fracturing there is going to be. 

Q As a matter of fact a drill stem test of Sterling 
Pacific No. © and Anglo-Canadian Noe 1, RKoyalite 
Noe £9, indicated a large amount of production 
coming from the upper zone didn't they? 


A Yes. You see KRoyalite 29 is in the north end of 


the field, which bears out my contention that the 


upper porous is ' good there. 
Q In other words then--~ 
A Home-hiillarville also does, 
G As a matter of over-all information for the benefit 


of the commission that exhibit "27" is not of much 
use, is it, because Pods misle dling, it does not 
take into consideration the upper zone at all, does 
it? 

AA No.» 

Q And the north end of the field, the upper zone seems 
to be the very important one whereas in the south 
end of the field it may not be amd the true picture 
would be given by the map? 

& It cam be taken from this too. 

Q Showing the upper and the lower zore s? 

fi Well I tried to make a map like that and it didn't 
come out as a very good picture. 

Q Why? 

A Well the thing is we are dealing with the upper 
porous in a long area where it was at the top of 
the lime and these factors came in it, and these 
figures are not very good, so I confine myself 


down in this area, in the southwest flank, now 
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" 
here, the porosity vf a wekhl drilling on the end 
here, would be very good aad it would noi mean 
much. 

Well in other words a map of that sort would not 
show anything like what this map shows, would it? 
E do not know, £ think it would in amgeneral way, 
yes. 

Tnen why would it not be feasible? 

You could make it. 

Lt being a more nearly tzue representation of the 
fielé than that one. 

Lam not going tc represent it for the whole field. 
I am only trying to represent what may be the con- 
dition in the south west end of the format “on. 

As I undesstand it thea that Exhibit "27" does not 
present a true picture? 

Of the entire field? 

Of the average porcus condition of the field and 
merely indicates that the porosity varies between 
fairly wide limits in various portions of ths 
field and stresses the point that a large number 
of wells must be used in any Saas attempt 
in estimating reserves. 

Yeseo 

You base your estimate on 4 wells out of 04, did 
you not, when you made your estimate? 

Yes. 

THE CHATRWAN: Gentlemen, I think we will ad- 
journ for the time being. I anticipate that there 
is still the necessity for Dr. Boetright leaving 


tomorrow night. 
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DRe BOATHIGHT: TC am sorry to say it does. 
THI CHATRMAN : Well as I have intimated to 


counsel, the members of the commission are anxious 
to be able to work over the holiday on as much 
evidence as we can get before that recess and so 
in order that you may conclude your examination 

of Dr. Link without being hurried and in order that 
your own evidence may be given,it seems indicated 
now that we should sit tonight. Let me say to 
counsel that I have no intention of ordinarily 
going beyond court hours because I think that is 
all that one can do and do intelligently and well, 
but I propose making an exception in this case and 
my associate agrees with me that we should, to let 
Dre Boatright get away if we can, if he must go, 
because that is the understanding on which you 
brought him but to get as much eviderce in before 
he does go as may be, so that we may work on it 
during the holidays, we will sit tonight at 8:00 
ofglock and you, Mr. Frawley, might arrange with 
Mr. Cutler as to how things should be handled. 
There is a limit to what he can do. 

(The investigatior was here sdjourned and resumed 


at 8:00 p.m.) 
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8:00 P.M. Session 
CROSS-EXAMINATION OF DR. LINK BY DRi BOATRIGHT (Continued) 
Q DR. BOATRIGHT: Mr. Link, I believe you mentioned 
sonething during your discussion this afternoon con- 


cerning the brcwn spots in the oorous section of the 


lime? 

A Yes. 

Q Do you know anything about the Home-Millarville well? 

A It is nothing but, except what I see in the papers. 

Q Did you see any of that core or cuttings from that viell? 

A They have not taken a core of that well, I have seen the 
euttings, yes. 

a) The cuttings? 

A Yes. 

Q Do they show those brown streaks in the cuttings? 

A I did not look at them under the microscope, but the 
cuttings from the Home well appear to be more comparable 
to those which were found in the central part of the 
field and are quite different from tnose in the south 
end. 

There was some of that brown? 
It might be. 
Q APract. "Which you. referred to pefore,| and you. know, of 


course that that vel! is producing at the oresent time 
and has been brought in within the last day or two, Il 
oresume? 
A ienmot tiink that is quite right. The well is not on 
definite production. They have had nothing more than 
two hours' production test on the well, and so far as lL 


am concerned, that does not give sufficient time to give 
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an estimate to say what that well is producing. 


Q yo you know that that well is nroducing at a rate of 
20 barrels an how for the. last 16 hours and is still 
producing at that rate? 

A That is information which has become available sinee the 


last 1 had of it because yesterday the claims were 
always from 120 barrels down. 

Q In the event that that statement is true, that would 
indicate that these brown spots in the drill cuttings 
are not necessarily a criterion of what the well will 
produce, LSiee 

A No, I never said they were in any instance. 

Q At all events, the fact that something that would 
indicate oil, residues in the quttings from. the core would 
not necessarily prove that a well would not produce? 

A On pnosaini fact, .it.would lead one, to, belreve, that 
there should be oil there. 

Q I was possibly under the wrong impression. I thought 
from your testimony this afternnon regardizg that 
lower sand which contained pore spaces which were 
partially or fully filled With oalcite and had that 
brown stain, indicated to your mind that th«se wells 
in that particular section could not be expected to 
produce oil? 

& No, that is a wrong impression you got. 

Both the upper and lower zones are known to produce in 
various wells in the Turner Valley field, are they not? 

A Yes. 

Q MAJOR LIPSETT: Ts, the, present. Location fixed of 


that Home-ifillarville? 
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128, ib)ts "on the map, 18 ison all the mips, it is on 
my map, figure 1, it has already been taken in as 
possible oil area, so it does not alter any figures 
WiUCireL omic ne. 
THE CHAIRMAN: The witness is pointing out the well 


Ouest Lon? 


Thys Us the Home-illarville No.2), and No. lis here. 


MAJOR LIPSsSTT: This is Now ee 

Ves. 

tans! PRAWLSY $ Tenuieume ie i. Ton es 

DOR oe NOLAN There is one point that I think we 


were left in dowbt about, and that is the position of 
Sterling Pacifie No. 3, the question was whether it was 
on the boundary between two areas, and something was 
said at one stage that, perhaps, Dr. Link could assist 
us ind determining where the bottom of the hole was, 
and I think fr. Davies in his evidence preferred 
HOULeaAve ) Giaby) LODE. wluink and said, pernaps, Dre bimk 
could assist about that’, perhaps’ you) can, Or. Link? 
Ves. 

Wwe ask you mr oo may? 

THE CHalTRMAN : Certainly. 


Me sterling Pacific 3S well: in cusstion 1s this one, 


the directional survey of that well...... 
THE CHAIRMAN: You are referring to what Exhibit? 


Well, I am referring to no Exhibit, I will refer to this 
Exhibit "7", the well is here. Now, that is the Gerwick 
floor of that well, the bottom of the well is 660 feet 

to the sath-wes¢, a dirgctional survey showed that 


and that puts it well inside the crude oil area. 
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THE CHAT RAN : My. Frawley, you started to ask Mr, 
Davies some questions to which he could not give the 


answers 


MR. FRAWLEY : Leo wart respect Torpipeline. 
THs CHAIRIZAN : Yes. 
MR. FRawLsy: jemi ciG Gursue that withy Drgwbink? 
THE CHAIRMAN : Yes’. 
Q TO HR. FRAWLEY: Druk, you are, oF course? an 


officer of the Royalite Oil Company? 
A No, 1 am not. 
Pee V CU aceuabyOoltticer, I mean in the sense that you 


are the chief geologist for Western Canada? 


A i am just an employee. 
Q I mean it in that sense? 
A Bucs. am wo, an: orficer. 
, Q hom en executive officer, but you are an official? 
A No, I would not say i was an official. 
Q, Well, we will get it, you are the geologist in charge 


of operations for Western Canada? 
A Mes. 
) Responsible only to Dr. Hopkins, who is your immediate 
ehier? 
Of geology though. 
in geology? 


Yes. 


Oo Pp & & 


Now, I would like to ask you something about what lL 
perceive to be the effect of your evidence, and that 

of iir. Davies. I presume that your evidence was laid 
first to serve as a basis for Mr. Davies! evidence? 


A Yes, that is the geological part of it. 
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That seemed to be the naturai order to your counsel, 
that you should precede Mr. pavies ? 

ies. 

And using your evidence in part and his own determinations 
in part, he gave the Commission his opinion that the 
feo, the Turner) Valley field to be, saveimas two years, 
and he gave an extra year with respect to the gas-cap, 
tie.) v6 Teh t. is iat not? 

Dink) those were the figures he gave. 

Well, that means them this Commission, if it accepts your 
evidence And that: of Mr. davies, will aseribe! tothe 
Turner Valley field for its purposes here, namely, the 
devermination of a pipeline rate, a life cf three years? 
Yes. 

That is what you seek to have done? 

eon it one yraccep \ tina ts 

And it is your suggestion to the Commission that they 
Should accept that figure? 

Yes. 

Now, if the Royalite Company pipeline has a throughput 
per annum of five and a half million barrels, yearly 
through-put, that through-put at the 15¢ per barrel 

will gross in revenue to your company about three- 
quarters of a million dollars? 

I suppose that is so. 

That is a simple calculation? 

Yos, 

You agree with me definitely, do you not? 

Les. 


And if the Commission should accept the joint submission 


ere. ae 7 0 
wa Ve ‘ ® al rl 
e et, a 


tera hess)’ eet etyteda oa 
vil Tat oan 


weoricccaes | iiss ~ 


) 
Bip 
ONE Ae 


N i o- os A oy 4 ‘ » $ ie: 
yee as a mh . MEE" CW EGS “tet My 
bee. sick ty J ef 
PLaune 1 t Ate ey | 
1 co { " 
at EEE ; = 4 : tI Pa ro 
ee 
Q 3 aie Rea 
Oe IG 
tf 
od « 
\ eee Oy 
al Cty if io if? } & 
’ Ges ; rip aa 
| Fag 
Ely ¥ bans 
N@ 
Mitta =r { eer 3 
Ar neh rs ie ni x4 pa 1 tee 
r i ’ ) , EG P ; ™ s a y ate th 
, : , 7 cael heh. NI 


Siti pee Sats } SA iat a 
ye ieee Ts OT OUEEVGT apt 2 ety? sie 


ane age ® 


GS 
6 


a 8 a 


DOP ao) a Cer OR etx, 


of yourself and Mr. Davies, that the life of the field 
is two years, and now what information have you got 

with respect to the capital investment which your pipe- 
line has in its pipeline system? 

Well, I will tell you now, iir. Frawley, before we go any 
further, I know absolutely nothing about that, and I am 
telling you the whole truth. I know absolutely nothing 
aoout the finamces of this company. The only thing 

that I have to do with the finances of that company is 
my salary cheque at the end of each month. Geology is 
adit deal with. As a matter of facw,s i waver sordny ou 

fL was not a,production engineer either, so 1 do mt think 
any cross-examination of me beyond my sgope or my field 
is in place. 

well, I can assure you I will not be allowed to” pursue 

it any further than it is proper and I Will be kept 
within its proper limits, your company is sufficiently 
mberested In, tne-financial suceess Ol) this) venture? 
Certainly. 

To present you. to the Commissioner as a witness for the 
purpose of giving to this field and these reserves a 
lifetime of two years, you Will agree with that? 

Les. | 

MR. NOLAN: Now, that is not right, ilr. Chairman. 
As I understand the evidence of this witness, he says 
there are two years reserves known and another year they 
hope Will turn out to be true in the proven area, but 
there are 10,000 acres of other oil lands Which he does 
not for one moment condemn, but the preductivity of 


which can only be ascertaimed by the use of a drill. 


> 
. | 
we Es aM 
a * > pe Be rr oe et #3 ti 
a oe 8 eee ae 
«te R Yrs pe ¢* a = ~ a. r 
Aes , 33 3 ; 
es. rey} j 7 r 3 
. F 
. \ r 4 shy 
gs ey 
‘ ; “se " > 
, Li e! 
2 
ee bi : 
* pete d ; “e 
3 ; ae ie 
a ‘i a fey ‘ a. . ¥ 
fo +.) aa A 
‘ bk ; ¢ ; 
4 Ue PSAo -¥ era 
fy ; bare 
A SE Eee 
c : * ta 
: 2 7 
tw f) ai :* a a 4) apy 
: Ba: ‘Rive 7: eee (VPe 
' : ¥ Ai 
oO BLO Bae, 
‘ : 4 ; 
ees oe GR 4 
4 ; yee 
2 ua fal, 
GTR St Vea oe 
¢ A ' a . es 0) La 
LOC Rae ee 
] f 
\ 
, as - + * 3 pd nt , ' 
; rT, 4 F * ra € ‘ 
; 4 Mi SJ ; : ad ‘ Or © a \e . 
xe af PF : ‘ 
; uF ig) ae, 
‘ a | ee 
- _ 4 ai Or Le 
: > % aye aa f “ 
“A fs : > 45 ¢ + ; ; 
ei a ie we. cit 
; ‘ i 2 : . 
ff. fdytia A k ‘a : ; Site ut i< fe ve 
| es iy'te “meaty 
aah " aan 
roe % OF ee “i + ! 7 3. oe . 
' . GC: Mo ey 
ja) © ¥ 2 me \ 
Rohe cz we Re 
; Cn ; 
bemtty Pd!) eee gd. eee es 
4 >. a i lazy , yey Pere 
Pilih ii MB DUie 
iG is: Hi 1 | 
ery bol fice 
; pie feeb oe he 
” : 7 
As ' Cigae® ‘ <4 PAY 
‘ $ . may 
Ci ay 94 oneal 
aioe : 
D. i on ‘ i 4 A od ys 
ms ‘ Ef he as uy 9 *<s, nee) hte: : . 
ee Sade wmgod 
f Ot 7 “ ee tna: ae i SY 7 iy oe ae b - i Ae | 
i . C2. Sik Saag 
. : 7 
=p? ae 2 ‘ zt al ‘Se t4 Pe 4 i 4 y H 
* A os uy de : ei Y¢ [ 7 1 : Wen es = ae oC yt 
. Was ease rilj¢e roe. 
7 Pett oe , , 
: : cal 
ba a j cit nian r} : 9 a lt ~ Va a 
; 2c:, YEO’ -tei “foie 
A > TS abet 


C 
7 


~616- 


D e Lrnk, -Cr ° BX « 


O FF Pp Pe 


I think that is a fair statement and a fair summary of 
what this witness has said. 

MR, FRAWLEY: Of course, my time has not come far 
argument, but my answer to thet is thav Mr, Nolan, 

although he protested to the Commission this morning, 

and I think yesterday, that he was here to assist as much 
as he could, still his Witnesses have told the Commission 
that they had no estimate with respect to the productivity 
of that further area which Dr. Boatright speaks of, 

but, be that as it may, Dr. Link, if you will assume 

with me that the capital assets of your company in this 
pipeline amount to about a million and a half dollars, 

you Will assume that with me for the moment? 

Yess 

That it is a fact, it just naturally follows, does it no®. 
that this company of yours will require its total gross 
revenue to amortize its plant without the allocation of 

a .csivegle dollar for operating expenses? 

Well, I know nothing about books and bookkeeping. 

You ean do that problem in simple arithmetic? 

Yes, I can, a theoretical problem like that. 

Theoretical, be as it may, if the capital structure amounts 
to about a million anda half dollars, then it necessarily 
follows that your company Will need its gross revenue 

to amertize its plant, with nothing left over, that 
follows, does it not? 

What does amertizine mean? 

The manner in which your company will get back its investmen 
It is entitled to get back its investment, I presume, anc 


on the lifetime whieh you have ascribed to it itwill 
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have’ to get back its value during its Viretime, I mean 
in two years, you Will agree with me then if that is so 
that it follows that they must take their gross revenue 
to amortize their plant? 

A Sepr 
THE CHATRMAN : br. Link seems tobe very much in 
the same posivi0n as Mw.'py vies. LI think there should 
be no difficulty at all in requiring the officer whe 
does know about the investment to appear here and give 
Th2s evidence. 
MR. FRAWLEY: That 1s right) and’ thavsis “prectsely 
What £ intend to do in view of these two negayive 
answers which 1 got from these two witnesses, which are 
alt, Or course, the company has put forward to dave. 

Q TO DR. SOATRIGHT: Just one thing; as a matter of 
e1caring up the record, there are ‘certain welise’ in 
the field in which both porous zones are productive in 
the same well? 

A Yess. 


THS CHAr RMAN: That is‘@il, ‘thank you; sDrawuink, 
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Dr. Boatright, Recall- Dr. 


= Oo = 
DR. BYRON B. BOATRIGHT, having been recalled, 


Gontinued Examination by Mr. Frawley: 


2 


MR. FRAWLEY: Dr. Boatright, we now go back to 
where we were about three or ctoer thiscaeternocr, and 
before there was the intervention at that time, you 
were, you had just completed your comments upon Dr. 
Link's evideice, and I was about to take you over Mr. 
Davies' evidence. Now, having heard this new evidence 
of Dr. Link's, will you tell me whether that has in any 
sense affected the opinion and the submission which you 
made to the Commission earlier in the week With regard 
to the estimate of the reserves in the field, having 

in mind particularly the question of prosity? 

A iToes No. AS 8 taatter of fact, I knew 2iaat vir. Link 
Nee Ghewrecoras treterred. to but. 1 Tele then as PD onium, 
that the information which was available through the 
records of the retroleum and Natural Gas Department of 
the Alberta Government were just as accurate and as 
sufficient as was necessary and I still feel that way 
about it, 

Q THE CHAT RAN: YOur cross-examination would indicate 


as ucsher opinion, nave you any to offer 7 


A Nes, i have. .T feel that 2. Link*Ss conclusions with 


Peeerd oO shine: DOrOSIY yrare erroneous, Tareslr that in 
view of the conditions in the field that any estimate 
based upon the performance of four wells, part of which 
are in the gas area, would certainly lead to an erroneous 
eonclusion as to the reserve in that field. I further 
feel that any estimate based upon a part of the wells 
inetne. O11. area which do not include, the majority. of 


those wells would also lead to an erroneous conclusion. 
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setiousdy ss 
I feel that insofar as my evidence concerning the total 


barrels of oil underlaying an average acre in the Turner 
Valley field, that it has been supported by both iir. 
Link's and Mr. Davies? testimony when the figures that 
they use are intelligently apvlied to the problem of 
sub-surface space in the reservoir. 

THE CHAT RMAN: dhat I had particularly in mind was 
your cross-examination as to the value of Hxhibits "26" 
Sy es Gils 

Cn, toreelias far as’ Exhibits "26" end "27" jane’ concerned 
that they are useless for the purposes of this Commission, 
and I believe that ifr. Link admitted as much in the 


cross-6éyamination this afternoon. 


THE CHAIRMAN : Well, that is for us? 
Yes. 
MR. FRAWLEY: Yes. Why do you say that, have you 


anything of value to offer the Commission why you say 

you believe then to be useless? 

in the Tirst. place, Exhibit "26" whlch contaime the so- 
called indices of the porosity may be interpreted over 

a wide range of thickness and porosity. The cross- 
section Which that shows through the fault in the south 
end of the field is based upon a lot of actual information. 
In the centre of the field it is based upon a very small 
amount of information and still less information in the 
north end of the field. #urthermore, the cross-section 
does not lend itself to any analysis of the actual porous 
conditions in that reservoir. The figures which are on 
there and their meaning are, as Mr. Link has pointed out, 


are only relative and have no actual value that can be 
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Referring, to mxnibit "27" it shows 
only the lower porous zone in the reservoir and Mr. 
Link has admitted that he did not take into consideration 
the upper pcrous zone in making that map; therefore, 
it can represent nothing but the lower porous zone. 
ir. Link has also admitted that the top porous zone 
varies in porosity all over the field; has also stated 
that the lower porous zone, where it is known, varies 
throughout the field, therefore, it 1s obviously of no 
value in arriving at an estimate of the average porosity 
displacement in both the upper and lower zones throughout 
we field area. .It iS my Opinion that neither of these 
Exhibits have any value of any kind other than showing 
that eonditions throughout the field do vary between 
rather wide limits and that any estimate that is based 
upon the records of a few wells in a particular area of 
the field are absolutely worthless. 


MR. FRAWLEY: Dr. Boatright, is the performance 


€&> 


at the Home-liillarville well, such as we have it to date. 
of any value to you in making your submissions to this 
Commission? 

A It is of value in this respect, the Home-Millarville 
well, which was not completed at the time I drew my 
possible productive acreage maps, lies within the area 
assigned to that possible productive acreage. It is of 
interest too, and in that connection, that it also lies 
within the so-called possible productive acreage whi ch 
ir. Link has set forth. 

Q Now, we may pass, perhaps, to the examination of the 


evidence of Mr. Davies, and I was asking you to-day, if 
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Dr. Boatright, Recall- pn way, 


G2 dy 


you would, summarize the treatment which ir. Davies 
gave to the bottom-hole pressure data Which he has 
assembled? 

Mr. Davies in his testimony showed that he based his 
estimate of reserves, upon the eee pressures 
existing in certain wells in the so-called Area A, which 
he defined; those bottcam-hole pressure areas he assumed 
were based upOn estimates in at least a portion of the 
cases, ina few instances he had the actual bottom-hole 
pressure;; he further admitted that those bottom-hole 
pressures that he estimated were not based upon an 
average pressure gradient of 36 pounds per hundred feet 
below the levels of 4,000 feet, above sea level, a Lthough 
he had depended: upon Mr. Link for/information of) that 
type, and My. Link had admitted that that is the figure 
that he has been using for approximately the last ten 
years; furthermore, the final bottom-hole pressure upon 


—_—_—_—_—_—_—_—_—_———_— eee 
which his estimate was based was taken for the month of 


i rene eee En Rn KG Pe 
November, whereas the gas-oil ratios which he used were 
TH gs Ha LGM GN A EOE GG - 
taken for the month of October; in spite ofthe fact 
pilin! Ra aa bee oN, 


that) sinee September, 1998, there had admittedly peen 
° LT 


a gradual increase in bottom-hole pressures throughout 


Cee eee 


mmm ck restriction in Lon whi ck 


has taken place since that time. I might point out 


Le 
in that connection that those two bottom-hole pressures 


rather went to the fundamentals of tir. Davies’ method 
of arriving at the recoverable reserves in the Turner 


Valley field because he takes as one of his fundamental 


eriterions in that calculation the ratio between the 
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pressure drop that occurred between the time when the 
Dhar ay i a WENO LAOS algal kali eal el 


(ioe LLIB L 7S nll A 
well came in and November. He admitted in effect that he 
GTO: Oe Cape Nfs Nan ae pressure upon 
Which that estimate was based. He further admitted 
that that estimate had not taken into consideration 
certain well-known facts insofar as he was concerned. 
The second bottom-hole pressure that he took was taken 
a month after the gas-oil ratio which hs used in that 
same fundamental calculation, in spite of the fact 
that he knew that the gas-oil ratio was a function of 
that bottom-hole pressure. 

As an illustration let me use figures~ 
If we assume that a well produces from the time it cans 
im Unui November a total of 10,000,000 cubic freer oF 
gas, let us assume that at the beginning of that time the 
botten hole pressure was 1500 pounds; let us assume that 
the pressure at the end of that 10,000,000 cubic feet 
of production was 500 pounds, using ifr. Davies't method 
of calculation, then he took the figure 500 pounds which 
is the bottom hole pressure at this time and divided 
it by the bottom hole drop which head’ Occurred during the 
production of that 20,000,000 barrels, giving a ratio 
of 500 divided by 1000, or one-ypaif, He then applied 
that figure one~half against the 10,000,000 barrels or 
£O,000,000 cubic feet of gas which gave hima figure 
of 5,000,000 miliion cubic feet of gas. He then took 
the gas-oil ratio based upon the above bottom hole pressurs, 
Which for the sake of this illustration I will assume | 


was 20,000 feet per barrel. If we divide 20,000 feet 
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per barrel into 5,000,000 fect that then gives us a 


recoverable reserve of 250 barrels of oil: Now to point 
out the fallacy of that method, and how big a change 
relatively a small error in either of the bottom hole 
pressures would make, let us assume that the pressures 
instead of being 1500 pounds were actually 1400 pounds, 
and that instead of being 50 pounds at the end they were 
600 pounds at the end. That then world give us a ratio 
of 6 over 14, or 3/7ths. The figure of 3/7th 

applied against the 5,000,000 against the 10,000,000 
that should be, would give us the figure of 4,290,000, 
which divided by 20,000 feet per barrel would give us 

&@ reserve of approximately 1200 barrels per acre. In 
other words, that would be about four or five times 

the amount of oil that Mr. Davies estimated on on those 
same figures. That of course does not take into 
consideration the error that was introduced by assuming 
the wrong gas-oil ratio to start with. 


NOTE: Dr. Boatright corrected the above calculation at 


the re sumption of hearings on Saturday morning, 
December” 17th. 

Mr. Davies assumed that the gas-oil ratio varied with 
the bottom hole pressure. The bottom hole pressure 

in turn varied with the production rate of the well, 
which he did not know, and also varied with the gas-oil 
ratios and the rate of production of wells immediately 
surrounding it, within its area of influence. Mr. 


Davies admitted that he knew nothing about the relative 


iT 


i a 
4 effects of these external wells and knew nothing about 
— 


the rate at which that particular well was being 
ee Se I ee 
produced, although he realized that at the rate at which 
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it was being produced would effect its gas-oil ratios 


ab any or ven Time. In apite (Ofmineh fact he uwtook. the 
gas-oil ratios that incidentally occurred on the 

particular day when ‘he test was taken, and used that 
ao 8 basis for all of his.caleulations, Hela urthner 


took the gas-oil ratios in admittedly a high gas-oil 


ratio area and those gas-oil ratios were about six 
opener ccna ee pee eR 
times as high as the area immediately to the west, which 


va 


he also admitted would be more representative of the 
Using those figures he arrives at the total provem amount 
of produetion whieh would enable at the present rate of 

utilization two years! supply. Using those same figures 
of Mr. Davies! and taking into consideration the fact 


that the gas-oil ratio in his Area A was one-sixth of 


his Area B, I have shown by a calculation throughout, 


awe 


that his figures should have been, for a reasonable 
figure, approximately 20, ae peels per acre, instead 


of the 6 7059 barrels ence he used, “the exact fieure, 


es —_—_-,, au 7 sey 


Of course. being 19, ,700 SRN ie per acre, Which was 


a 


arrived at by eceraae the 6,000 Darbels per acre an the 
Area 4 with the amount of production he should have 
assigned to area B on the basis of the lower gas-oil 
Pepios in area B, that ratio being, ofcourse, about: 1 to 
Betoeat 20,000 barrel s per acre Tigume Which, ob cairse, 
He only ap plied to -the actual proven aregs“that proven 
area being the areas immediately surrounding wells which 
are already completed and amounting to about a totak of 
09395 acres, gave the two year supply uM en. He 
estimated. The figure which I used in applying to 


my probably productive acreage amounts to 17,000 barrels 


bee * 
Pe Nea 


NSE ype ae. MN: oe 


& os 
Siw Ors t 
Pe des re 
Ro. Deer tbo.cm yl Losetoo Dome o SET) 
soe By a eens es : BOYS, “Me Fn. Oh) 
“e 7 ~ 
gOS BAT ee) ee ee ae 
Fi « 
’ ‘ 


r ~ » ral 
yr mm ip ZB i) > : i al 
f : p ie : ‘ 
xe 
” ‘ ~ ry _ 
rid}: ab ieee Sets 
wy ox 
a Pes eed Paes " 
RIALS es te Nd Bracanes caren Tork me 
y L ia ce 
‘ Bik Pcs, 
i a v= & 
Pe Et Nines | 
te ao + 
‘e! ah S. ; PF bys 
e ’ 
iF) oie . ie : faite i ¥ ear hea “- re a | ee oe 
x cf ~ ng . 


* ol are” : 
F = I » + 
BA) ee RE oP 5 ip nate “iw 1-9 ie ae 
“ eo a ke 
} 
| on] A 
" > 4 aT x : 
4 * on ean, hey ‘ Tate Fn ap elpelv nts 
2 if , : 


mayor, OF OE ENON SG ae ae 


{ af ri tee 
: eS $4 
. y ran San 5 | 
re = d ’ 4 : 
z : 
: ‘4, } 
) , eh. ae ran 
. . ‘ . a ate SSS arss “ 
: " é 
"% 
i a > 
® 1 Aer ia 
‘ Bers are * 
‘ ’ 
x 
ix 
i 
y j bo wae 
= — a e A Z _ ee + 
ie ‘ 0 er Os os TE ry ; ‘ i wee Fae ce 
os Pras Pie LY Se ak a eee: nee tea i seat are oo i 
ti ‘ , ie ; gree (in 
+ Sit: . Bi PE LLG 
an = qt Rimes 85 <t ue = a hi . ’ rae 
: * ‘ es % ‘ ; ote 
a 
af 
! agn / r 
j , <5 er) i aN if . ‘ \ ie 
aM +* kes ae : i 5s Peder {i As uh 
' id Yrs 4 2 Paws ba Rs 
sa (ole hed a Bre ee ay i fis a x 
} ie ne - P ne Ae 
‘ F 
? 


Re warty t | KIL, 4 BRS | OW IS Bae sle jie: ieee ok La 
a Ry ‘4 . 1 eo : A f nie e RS Nae Me Sig! ve Bans * =: a ‘, eal An Ra 


’ err g 44 = y ‘ a ° hs , , ae " . ee 
ape | ma M ; Qs \ Pans ‘ Lav Ae 3") LJae Y OBE. 3 


» 
‘ e idee ae . 
¥. ¢ 4 4 teeny Ee a tee sae ee 
. ‘ ~ an 
. : > 
‘ 
j . ay Ad P 
f | ‘) 4 T 1 , 
a . ‘ ne re ae pak {as 
an i ' som iid : ie A ay ih 7) 5 
ae ot ae * naar big = - : ay che ¥ oan ‘ 
4 


‘ 


” re d : : ise 
uh o/s . : . Me ’ iy Life OU F ¥ oly 


4 ¢ y J 
; | AEA CST 2 9 
po 
ws f - £. Fue 
: 
cee me ca earn cB ; ‘ 


» be 
. ‘ ‘ ' 
wns : K 
4 ’ ot 
5 oe ‘ 
« * 4 on Zi as ‘ ut 
t Ve ? ‘ a 
ot | - 
‘ ‘ +4 ass 
> 
. Li 
: ¢ P hae! eS 
‘ 7 tari m 
“4 = . oh Me 
; as me 2 = aut . oF 
e “ Rae 8 
L T+ ; . y Syria beg | 
shadtiheta iy gi ae ay Peete e 
5, <u ers % * eae Te 
- "Sart an: yi 
- As - Js 4 
Me ‘ Fr ae a ee he a aes 
—" ere 
rr »° gyi uf P aye _ 
re OLIN TRIS MOG PESOS Wat See 
oN ts *s . . % Ge, My ean Nee ee } = he : 
ae a Nae oe ir £ ie ue Ee Po ns PaaS . tage eS re tae Ay 
y* ye 1, tee ae 
= 2s 
. 4 a 7 


ts 


» » nee) 
: 7 >, 4 
io UO ee eee 


Ir. Boatright, Recall-Dir.hxs 
= OLOWe 
per acrej compared to 20,000 barrels per acre which ir, 
Davies would have gotten had he taken into cmsideration 
the difference in gas~oil ratios between Area A and 
Area 3 anc in spite of his using admittedly poor criterions 
for those figures. Applying the figure of 17,000 barrels 


per acre, which was low under that basis, to an oil area 


that is amaller than the area assigned by Mri Link as 


his possible acreage, I arrived at the figure of 
171,000,000 barrels of oil, and naphtha still to be 
produced. -At the present rate of consumption that amounts 
to about thirty-one yearst production. DoS Ee esd. ; 
alter going’ overvall of ir. Davies ‘and Mra oiinkts 
testimony, that that figure is reasonable. 1 have’ shown 
that, b<sed Pore ena ti ons os the gaS-cap, upon the 
actual displacement per acre, that I could have taken a 

“ figure as high as 170,000 barrels per acre and justified 


rac ASU MOET ETN WO CSP 


it. Over three times the figure I actually took. That 


ie 


is the total displacement under the ground. Now, the 
recoverables, using the wells which have been oompleted be- 
tween the perio@ 1937 and 1958, all of the wells which 
have been completed during that period and taking the same 
type of calculation, I arrived at the figure of 
183,000 barrels per acre, on the basis of sub-surface 
displacement. That again-is almost three times the 

vr etual figure which I used, of 62,200, and some odd 
barrels per acre, as being the amount of oil in place 
underground; using that figure and applying the displace- 
ment factor of 45%, to take care of the space occupied 


by gas and gas in solution in the oil, I find that the 
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“Ha = 
recoverable oil per acre would be 17,000 barrels. 


Relating to Mr. Link's testimony, Mr. Link admitted 

on the witness stand during his first erosS-examination, 
that his estimate of/the total amount or thickness 
of vcoid space would be equivaler> to saying that there 
is four feet of voia space underlying each acre. That 
corresponds with the effective figure which I used, of 
four and a half feet. Jt seems to me that the figure 
which I gave was fairly conservative. 

Dr. Boatright, I presume that you feel that it is your 
duty here to give to the Commission the benefit of your 
OOINLOn With respect to’ the reserves im thate oar. OL 
Turner Valley where the drili has not yet gone down, 
and you have endeavoured to do that? 

Mey is right. 

Pag well you tell me whether or wot, Mew tink eon. 

Link and Mr. Davies, have attempted to give to the 
Commission the benefit of their opinions with respect 
Toueiat. pars, Of Turner Valley where the: drill iyae nov 


gone down ? 


They have not only failed to do that. ,they have failed to 
even take into consideration the gas-cap area; they 

have failed to make any calculation of the probable 
amount of gas that is in that area in spite of the fact 
that that area has certainty a very definite effect 

upon the area A which Mr. Davies set up; that area was 
entirely disregardec in their estimates, as was the area 
west of the absolutely proven area as shown by ae drill. 
Now, Dr. Boatright, I now intend to ask you.-..-.- 


THE CHAIRMAN: Before you leave that, your cross- 


7 
yee i 
ee vey" Cee ee Ns 
a PA EROS ee % 
asses OOO. 81 od Higes gow yoy e. foe ai sidaceeer 
; : ' 4 ms . sot r, * rad 4 Ny as id a4 : Hf ithcamn se) 
Bienen Bork ee .yomhdto se) tee aiid ae Bit oe = 
3) ea EET TES nate | 


j : tire Wig) Tx - ea F 


Lt te : i= a a rh | s 6 
een ee. te : a Ae : : : a by _ oh 1 ‘eal q vee 
LEMS or & RH, ney 8 i 2 ere i560 S Lae a i pb y i 
- : x £ i Vx 


' & a's 
+ ns im 5 { : 
Kedtih ed be iyi PAs \ soeds Bikar 
Sit Ga? Pua er , - , 
: bolls Teas at . «a . Do < 
St iY Sh Pees ee 
: : 


‘ 


vo! ‘ ‘i ae 2 ay 4 : ae ‘ de vy fk. puogaoTet 


Lincs Tix ¥ \ , hig : Par ene a a a be 
sy nM) ry ; a,’ . i 
A Se, wf rx ; bois SS ae 


me 
be 
< a4 4 tytn 4 
3 , Bee ' A Wed week te r 
a pol te 
i ; . P « } eee | x x 
Pa he 
; ae y | 
a ae ' : ’ Te 
3 7 . % ie . 
ae Hid OL Gh ee Enid: 
i z : Bf 3 hie t ; Pp us ‘ 
eve i; “7e) a 7s Kit : ivan ee, 
- 2 7 
a : ef 
ae . ? ft ay Mery 
; 
*, 
me ' y Vea 
aman ‘tig : Wy Rh ArT | Cee i ew Ee - 
i tal eat «ame 0 >, ihe aiid nT 
“ ‘ . ? a 7 
» i oe ee ar a 
is ee on 


# id 
~ P 
- % 7 < 
amt 
x Ate ae 
ig * ' 
‘ ' 
. ; 
. 
a : J : ® . be 
Fe Wed | cry. 5 ee “7 2 r fire 
ee eA eas, Jb ad Se Sh Pes, ee he é 
, . ’ ; ; 
“4 
‘ ee ee : ; 
‘4 “ P a P m . & 
2 PE 8 eri " 4 * ‘ , ok 
inwON Sako ie pies ce. OS Boy. § d Dan - ; eat £ 
o “i bs ’. y 
- id 
{ 
oy, . 
be az tak Do ‘ : : rar ' ie) _ 
, wang ot. i yye Pet * 4+ : . «lhe ‘ Yr lea Hehe Bs ¥ 
, : 3 | j 4 i f big +. ba 4 Uy) 
ve La li is tee I , ; : sus a eer Pes Mh PSL A ie 
: 4 ’ a a v 


* rr as 
, + - aia - oot UPA 
* d 
» Hy 
ti 
Oe shy eh at tea ae - 
de] Sot: Peds Wap Slats 
“ ; ' “ 7 
re es 3 pues a al tees 
, i > - me ee eee fit 1 
j 
\ - ‘ f oe rw — >t a 4 
¥ t , 5 an Pitas Ca fae? of agua srs 
* > 


* 
m ie f - te oy is + 
a : : pet 
, 
ar 
i "7 t 4 ¢ < g an 
‘- ‘ - ae é a eee 
* #2 Ai al as iw | 
. 
; 
¢ 
— 
. wy 
rm a 7 * _ 4 


Dr. Boatright, Recall- Dir.ix. 
- 627 - 
examination of one witness indicated the view which 


you may or may not be prepared to swear to, that it was 
proper practice and well-known practice on the part of 
engineers, petroleum engineers. to make estimates of the 
character which you have made, over territory which has 
not been proven by the drill? 

A That is absolutely correct. It is very common and in 
fact practically the whole oil business is based upon 
estimates of that type. We admit, of course, that they 
probably are not 100% correct because the basic data 
from which those estimates are made are themselves not 
106% correct, and there has been no attempt on my part 
to claim that they were. They are the best evidence 
which we have and the est mates must be based upon 
reasonable assumptions. However, it 1s not an unconmon 
Pree vice. Lt 15.foOllowed every day in practi Vea lia 
evyety Oim Ticld in the world... Pine 7 inencone of tne wea 
business is carried on upon that basis. It is absolutely 
IpoSssibie, Of course., tO sec into the fuvune ends telt 
exactly what any given lease is going to produce, even 
aithough there is an oil weil on it, and yet Banks’ every 
day are lending money on engineering reports ag to the 
amount of oil which will be recovered from acreage which 
is actually proven by the wellor drill and also acreage 
which probably will be proven by the drill.those estimates, 
of course, are no better than the reputation of the 
engimeers who make them but, nevertheless, throughout 
the United States and over the United States as a whole, 


estimates of possible reserves are made every day. 
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As a case in point 1 might show some 
estimates of the total reserves of the United States 
Which (were (made: for last year, by four: different 
responsible societies yn the United States. 

That is a periodical you are referring to? 
yes. 
foamatraid it is not permissible, Dr. 'Boatright. 
Well, I can give you the figures fairly closely. The 
greatest variation expressed in millions was about 
three out of fifty-five or about 20%. The figures 
agreed within about 20% on an area as large as the 
United States and calculated from four different sources 
nf information. Those calculations are commonly made 
and the oil business is conducted on the basis of those 
calculations. This Turner Valley field admittedly 
may be different from any other field in the world. 

ime tact.) i (know of no'two fields that are identical. 
Sacto nul however, an ‘excep tlovally difficult (tield,. 
tive fithe drilling depths are (deen) butvtinere are deeper 
wells. True, the wells cost a great deal of money to 
drill, and there has been money spent on those wells 
but at the same time there has been more money spent on 


wells in certain other territories than has been spent 


Onawebisein the Turner Walwey field. It. ws true that, the 


field is a lime field but there are cther known lime 
fields. ‘In other words, in wy estimation there is no 


reason why the Turner Valley field could not be givena 


reasonable estimate of probable production to be expected 


therefrom. 
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understand there that, and from. the experience you 


have had as a petroleum engineer, that courts, from 

time to time, are making judgments and Commissions are 
from time to time making findings based upon the ring 

Of evidence which you have offered to this Commission 
With respect to Gil reserves in areas or parts of areas 
where the drill has not yet gone down? 

That is absolutely correct. 

WAJOR LivsaTtt: tt i may interrust lor a moment 
berore you pass from that; Dr. Boatright, ‘you know the 
available data and history of this field now, in your 
Opinion have you suffigient data about this field to 
enable you to give an opinion, I do not mean a certainty; 
but an Opinion with reasonable certainty as to its area? 
I feel I have and I feel the figure which I gave you 


as being the probable recovery besed upon, of course, 


BO00 produetion practice, will be poOUuL correct, 


You Perak that you have sufficient data? 

q Tteel that I hive sufficient data upon which toebase 
a reasonable estimate. 

wR. FRAWLoY: Now, passing from that then, , 
if J may, Dr. Bostright, will you summarize tir. Davies' 
treatment, if you have not already satisfactorily done 
sO, Summarize sh. Daviest treatment of the data with 
respect to gas-oil ratios? 

THE CHAT RMAN : You have had a long day, Dr. Boatright, 
are you tired, would you like to stop? 

io, lL believe not. I am a little hoarse. 

THE cGHAIRAaAN: You are not tired? 


No, I am not tired, so far as being tired is concerned. 
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1 believe, lir. Frawley. that I have covered that pretty 
well, unless there are some points which I may have 
missed. 

In dealing with the bottom-hole pressure data? 

Ves, A bekieve i nave covered. that. sp. 

Now, @o you care to say anything as to what sipnificance 
yOu attach W that mxhibit "ee", the chart, of absorption 
peSOLinc> WHiciiit, “Davies presented, siuhat, surthiciently 
important for you to commenee. particularly upon, it? 

Yes, that merely brings out another source of error, in 
Mr. Davies' calculation and that is this. that the amount 
of oil which has been produced from the Turner Valley 
fieldihas been, partly at ieast, a function of the 
pressure Which was held on the senarators in that field. 
There has been no record kept of those pressures all over 
the field and that has introduced an additional error 

Man eh he didnot take into, consideration. 

Now, will you calculate for the, Commission the reserveir 


° 


eusplacemenG onthe, basis of ur. Davies figures? 

tT believe that Mr. Davies arrived at a figure of 19,700 
barrels per acre based upon the figures which 1 gave 
hom, which Im turn assumed) 6G, 955 barrels. pen .acre tor 
Area A and the production which would be expected from 
Area B if the gas-oil ratio in Area B were one-sixth 
that of Area A: He also admitted that that was the 
approximate ratio of the gas-oil ratios in Areas A and B. 
Cone rhnat figure of 19,700, barrels, per acres, applying 
it to tr. Link's proven area of 5933 acres, gives a 
figure of approximately seventy-seven and a lalf million 
barrels. Applying that same figure to iir. Link's 


possible productive acreage, which amounted to 17,187 acres, 
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gives a figure of approximately 338, 600, 000 barrels, 


Which, at five and a half million barrels per year, 
would be something over sixty years’ oil supply. 

Yes? 

Applying that same calculation to the figure for the 
proven reserves, as shown by the actual wells drilled 

at the present time, would give about fourteen years’ 
diffe to the tield. 

Now, Dr. Boatright, will you give me your opinion as 
forvwictiner ive Tiel rs ageas Tleld oOrvanyoul, field, 
and your reasons for saying so? 

My Opinion is that the Turner Valley field is very 
agefinitely an oil field, and my reason for saying that 
iS that I feel that the- value of the oil which may be 
Pecovered from that fVeld i's far in excess of vany possible 
Value that they may be able to obtain from the gas. 

I feel that in order to obtain the maximum production 

CG. O1l from, We tleld and "tovbest conserve (the interests 
of the field, that the gas-cap should be shut in awd 

that further the gas that is produced with the oil and 
not utilized in legitimate enterprizes should be 

returned to the sard. The people of Canada have a 
valuable asset in the Turner Valley field and if it is 
properly conserved it will serve as a national resource 
for years to come. .However. if it is allowed To continue 
under the production vractices that have cbtained in the 
past the field will be very vrematurely ruined. As I saic 
before, the field is not a'big mystery. True, sane of 
the problems of the field are difficult, more difficult 


than the problems in some other fields but there are 
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Other fields in which every problem that has been 
encountered in Turner Valley has previously been 
encountered. 

THE CHAIRMAN: Now, I think perhaps that might be 
pursued. It is suggested that under improper practices 
the lafe of) the field might be short. ) Now, it would. be 
of interest to know in what way those practices are to 
be controlled. 

MR. FRAwLEY: Yes. 

TH: CHAIRMAN : It has a very direct bearing on the 
problems in front of us. 

WR. FRAWLEY: Yes;. 

LiR. FRAWLAY: Will you offer to the Commission, 
Pomel tI eG A eVOUr ODINtOn ict Ls. 8 prosdieub ject) spout 
cover the matter as fully as you think you should, 
as to what should be the control imposed upon the 


Operatlon-of “this field, to assuns the proper production 


Gittol 1 t? 


The wastage of gas should be stopped immediately. That 


is a fundamental. The proper operation of any oil field.... 


THE CHATRIMAN : You are speaking now of govermental 
control? 
Yes, I am,iff necessary. 


MaJOR LIPSETTs And are you speaking of just the gas 
going up in the flare? 

No, I aw not. All of the gas should be returned t°? the 
sand in any field. It is true that in America that 
principle has not bem followed and as a result they have 
reached the point now where economic conditions prohibit 


any such move, but, after all, oil and gas are natural 
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resources and a field should be pro-rated upon the 


basis of the gas utilization rather than the oil 
utilization. That would be true conservation. AS I say, 
that would be an economic impossibility in the United 
States. You here in Canada are fortunate in one respect, 
that it is not an economic impossibility here. Gas is 
the very life-blood of pe Turner \Vauber pela Tn the 
first place, it provides the energy for lifting the oil 
cheaply. That does not mean that the oil cannot be 
lifted after the gas is gome. They are doing it every 
day. There are mechanical eontrivanees, such as pumps, 
there are other contri vanees such 86 gas-lifts an@ 
others too numerous to mention, whieh could be utilized 
eo Pir t O11.) However. 1f ine gas pressure in the field, 
end the gas itsel®, which is the Lifting medium’ Tor the 
oil, is comserved by putt ing every bit of gas back that 
is not profitably used on the surface, the flow dift of 
the field will be prolonged indefinitely and the efficacy 
of the oil flow through the yeservoiw will be inereaseé 
by virtus of the benefecial effeet ef pressure, and gas 
in solution upon the flowing eharacteristics of that oil 
and by the reduced rate of flow which will occur under 
proper gas control rules. After all, an oil field is 
nothing but a pipeline. The well can be considered as 
a series of little pipelines radiating out from that well. 
The porosity of the formation in that well tells you the 
number or the total openings that that pipeline gives, 
this thing which we have been talking about as - 
"permeability" simply tells us how many of these little 
pipelines are in there and determines the resistance 


to the flow. If we have a 14 inch pipeline it has a 
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certain cross-sectional area and a certain circumference, 
against that oil must flow, causing a friction loss or 
mressure drop, that uses up energy. If instead of ae 
one 19 inch pipe we have sereral smaller pipes, although 
their cross-sectional area may sum up to be the area of 
1O inches, still the amount of energy that it takes to 
move that equivalent amount of oil through those pipes 
will be greater. If we are moving yasSeline through that 
pipes insteador, we Will say; gasoline, obvicusiy it is 
going to take a lot more pressure to move it through 
there. That is the equivalent to saying if we could keep 
the gas in solution in the oil in the reservoir we’ could 
Keep the Oll in the reservoir at the lowest viscosity 

or lowest resistance to flow and as a result it does not 
take as much energy to move that oil through the formation 
SO pressure maintenance in the true sense, and by that 

i mean putting back every foot’ of gas “that 1s not needed 
for actual human needs, will tend to give the pron aus 
ulLGimate recovery from the field, 

What you say then, Dr. Boatright, is that if that has not 
been done, I suppose you have no detailed knowledge of 
what the policies of the Conservation Board -have been to 
date? 

Just general. I have a pretty fair general knowledge 
but not a detailed one. 

Yes , and if whether or not that has been their decided 
policy to date under either the first Statute or the 
second one, I take it to be that you are offering the 


Opinion to this Commission that their control should be 
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exercised in the manner in which you have indieated to 
the Commission now? 
That is right. 
THE CHATRMAN: Before we proceed from that question, 


| 


what have you to say as to what iir. Lavies suggested 


f 


about circumstances under which a certain amount of oil |! 
i § 


w 
; 


wourd be Lert "in the’ rock and’ be" Forever’ "irre coverable” | 


beeause of the lack of proper mixture of gas and oi1,” 
plus pressure? 

The oil well which ii. Davies was talking about at the 
time he made that statement was primarily a distillate 
well and it had been produced at an exorbitant rate of 
flow. 

That is the first time you have used the word "distillate" 
wel. 

I am using the term "distillate" in the same sense as 
Maphtha". That naphtha or distillate occurs in the 
Peservolr ase) gas; iv as not as’ an'oil,’ it is as a gas 
in the reservoir and is brought to the surface under 
gradually decreasing pressures, carried through the 
separator under temperature and pressure dh rol, and 

the amount of moisture which will crop out is 
"distillate". If we assume that the gas vasses from 

te separator to the gasoline plant an addi ti onal 

amount will be taken out, which is not condens‘ible at 

the particular separator temperature and pressure which 
has happened to be uSed. However, if that reservoir 
pressure is maintained that condensation or distillate 
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ornaphtha or gasoline, whatever remains, will remain 

im the’ gaseous phase in the reservoir, and) if production 
is maintained, or rather stopped, in a well of that type, 
that oil that flowed up and cmtaminated that distillate 
Trom some place down structure, will go to the proper 
well that it should have gone to originally, and 
eventually will be recovered. Now, it may be that the 
man who owns the gas well will not recover that oil, but 
he was not entitled to it in the first place anyhow, 

He got it by producing his well at a high rate of flow 
With an enormous Wastage of gas and he causes an ‘additional 
wastage in’ the reservoir because of the fact that if you 
have a certain recoverable amount of oil per acre underlying 
One acre and you move that over into the gas-cap and 

in the one acre, we will say, that 25% of the oil was 
recoverable and you take a, certain amount of that oil 

and move it over here and only 25% of that is recoverable 
and the oil which is mowed over into the gas area only 
one-quarter of 25% would be recoverable; in other words, 
the man that owns that gas well up on top of the gas-cap, 
he says he cannot afford to close in his gas well because 
he would cause oil migration there to the off-set lease 
OnwelLh. \ineyniniver fect, tis saying this; that heveannot 
produce 25% of the oil which has migrated from the oil 
horizon into the gas horizon, and of which only 25% 
could migrate in the first place; in other words, the 
man with the gas Well,who has caused oil to migrate, is 
getting a 6% recovery af oil from the reservoir instead 
of the 25 or 27 or 30 per cent. that he normally could 


have expected, had his well bem an oil well in the true 
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sense. There is the additional loss that has occurred 


in the Turner Valley field and that may possibly occur 

to some extent in the futurs, although it is pretty hopeless 
because of the low pressure, that is due to this 
phenomena which is known as retrograde condensation. 

It so happens that at pressures from zero to some place 
between 800 and i100 pounds, and I do not know, because 

SO ta eae Urner.) Velev is “concerned, (ahat that pressure 
is, because it would require some test of the particular 
gas and distillate, but at some pressure, which for 
convenience we will cali about a thousand pounds, I know 
within reason that it is pretty close to that, the 
ordinary laws of physics which control the precipitation 
of gasoline and naphtha from natural gas are in effect. 
That simply says that if the gas is saturated ata certain 
pressure with gasoline and you keep the temperature 
constant and double that prewsurs, one-half of that 
gasOline will drop out. Now, that law holds true until 
you get the pressures about a thousand pounds. 

After you pass a thousand pounds the reverse is true. 

If you have the gas and gasoline in a container and 

raise the pressurs even a thousand pounds approximately, 
some of the gasoline in the liquid phase will pass out 
into the vapour phase. That amounts to saying this, 

if we have a gas at 2,000 pounds and we reduce the 
pressure down to 1900 pounds at some given temperature 

a certain amount of that gasoline or naphtha will drop 
out, and it so happens that the gravity of the naphtha 


Which drops out at that dropping will be of greater 
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maha ie 
eravity, or, that is, it will be heavier than the 


gravity of the products which will dw» out between 

é2,000 and 1800. That holds true down ne Seeley. 
finally you get to the point at which retrograde condensa-~ 
tion stops. Then when you go lower your recoveries 

drop again, that is, they reach a point of 1,000 pounds 
approximately and the curvethen goes etruight down and ther 
the amount of gasoline becomes less and less as you drop 
the pressure. Because of that fact in the Turner Valley 
field you have lost approximately 36,000,000 gallens of 
naphtha in the gas-cap alone, of which about 70 or 80 
Percent. could have Deen recovered under), cood practices, 
Pex liam socaking Drom experience whem 1. use that figure, 
as compared with the approximate 14,000,000 barrels 

Which you may expect nov. In addition to thas there has 
Decn approximately nine hundred bilizon cubic feet of 

eas wasted out of the Turner Valley Tield to date, or 
about eighteen million dollars worth of gas at the field 
price of @¢ a thousand. 

As\far asthe oil areas are concerned 
and in spite of the fact that the oil area is going to be 
effected to a certain extent by the wastage of gas 
because of the oressure reductions which are bound to 
eriect, the rest of the field, the oil area has not been 
damaged as severely as the gas area, and any conservation 
that can be applied now will be beneficial to the field 
yet. Of course, it will not be as beneficial as it wou ld 
have been had it been put into operation at the first. 


TH CHAIRMAN: I take it that your estimate as to 
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the life of the field is predicated upon existing 
conditions plus assuming an effective control in the 
future? 

No, my estimate of production is based upon present 


conditions in the field and reasonable efficient pro- 


duction in the future. It is not necessarily based upon 
on ennai ame laitntsIaa ee NC 


FR RENO SR DURITRAAT REIT Say RCL 


closing in the gas-cap. Bi Otrer worden, the eid wells 
> eS ee 


themselves are reasonably and efficiently produced I feel 
that my figure will be reached regardless of whether or 
not the gas-cap is shut in. 

That is what I wanted to know? 

tea. 

sate PRAAVLAY: You have had tmt in mind from the 
very beginning of your study? ; 

That is rignt. 

And that is the submission you are making to the Commission 
That is correct. 

THE CHATRMAN : If the gas-cap were shut in, What? 
Then my figure would be raised. 

To what extent, approximately, if you can say? 

Well, I would say probably 10%, 15%, possibly 20%. 

And a safe estimate would be? 

Et feel a safe estimate of the life of the field under 
absolutely efficient operation would probably be thirty- 
five or forty years' life at the present rate of demand 
at five and half million barrels a year. 

iiR. FRAWLEY: Now, it may have been covered 
completely by the Chairman's question to you but.....-+ 


TH, CHATRMAN : Before you go on I think we will have 
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equipment but the added safety and convenience would 


more than off-set the sdditional cost. 
There is another thing that I believe 
SHOUlGe we, COme In wae te td in the mean Tutare ain vorder 
to get. a better idea. of what the most efficient rates . 
of flow are for the field, and that would be an exhaustive 
study of the gas-oil matio in various wells in the field. 
There may be same of that information already aye tab Le 
but so far as I can find out there has been no study made 
of the effect of rate of production upon gas-oil ratios 
and for a given amount of oil production the gas-oil 
ratio determines the amount of emergy that Will be 
dissipated from the reservoir and once that energy is 
dissipated unless the gas is returned that: is enerey 
which is Lost and cam never be utilized for the production 
Olwthepatemeex.OL Abe, Old dn the fie td, 

Q I presume you relate this controlled drilling to a better 
recovery from the field? 

A It would give the well an opportunity to produce to its 
full ability. 

Q MAJOR GL DE aol: Would thatragain alter your, fileure 
ofthe. productivity. 4 of “thepentire. field? 

A That would tend, to increase i%,, if anything. Its primary 
value Would ee nN of a welk's productivity, the 
individual well's productivity, and would not necessarily 
affect the ultimate production to be obtained from the 
Pield.. Lh mish onmieht not. «Phat would not, have 
such a great effect upon my estimate of reserves. It 
would, however, give us some very valuable information 


as to the actual sub-surface conditions in the reservoir. 
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a Short recess. 


(an adjournment of the Investigation was here taken for 
five minutes. } 
q TO WR. FRAVLOY: Dr. Boatright, the chairman raised 
a ‘question ‘Or ‘the ‘more efficient production) of this field 
through the imstrumentality of some form of government 
control, will you give to the Commission the benefit of 
your opinion as to what benefit might. came from what is 
Knowm as controlled drilling? 
A Tie ise Ol controlicd drilling ‘inthe MirneriVealiey Tield 
would be highly desirable. 
GQ Just explain what you, as an engineer, mean by "controlled 
drilling"? 
A Couto redy draiiine. ol “course, Terers ‘to the tdri pune 
Of wells with apparatus’ designed to bring those well’s 
into production under the best possible conditions. The 
surface equipment is such that the wells cam be drilled 
through the productive horizon without contaminating 
taat productive horizon with drilling fluid. It has the 
added advantage of the operators knowing that if two 
Nr 70s are present, “the weltican be’ produ ceaat) tie 
same time. The drilling is progressive to the second 
horizon. As an example, if that sort of drilling were 
being used on the Home-Millarville well it would be possible 
for them to produce that upper horizon in thhich they now 
are and still continue their drilling to the lower horizon. 
It would avoid entirely the possibility of the contamina- 
tion of the porous Section by either water, mud, or 
Whatever the drilling fluid happened to be. fhe 


equipment is slightly more expensive than ordinary rotary 
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It would add to the knowledge to the operator, which 

I take it to be of prime importance to the proper 
TECOVOry. OL, the field? 

That is right, it wouid give information that at present 
is not available and which is highly desirable in an 
intelligent operation of that field to the best possible 
advantage. 

MAJOR LIPSETT: Thank you. 

MR. WRAWLEY.: ir. Chairman, my friehe and I agree 
that we, perhaps, were a little optimistic as to the 
length of time this evening session should last. 

THE CiLsTRMAN ; Jyst before you proceed, I jyst want 
tO he quite clear one way or the other, your present 
estimate of reserves and secondly the life of the field 
ati the present rate of consumptinn, is based upon 

present’ conditions with present control as now exercised? 
Tet ss orieng., 

MR. ®RAWLEY ; And if those, things, that 1s as clear 
as I can make it. I was going tu apply to you,, Mr. 
Chairman, and say that I think that we have been, perhaps, 
é Little optimistic in arranging to stay for two hours 
to-night, ani my friend joins with me in the suggestion 
that we might very well adjourn now until to-morrow 
morning. we have had more than a full day and a very 
tiring day, and Dr. Boatright must be very tired, although 
he has been very good to offer to continue. I think, 
perhaps, in the interests of everybody we should adjourn 
nop, if it meets with your approval. 

TH: CHAIRMAN: Very well, we will grant the applicatic! 
(The Hearing was here adjourned and resumed at 10:30 


@. m. December 17th, 1938.) 
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Dr. Boatright, Recalled-Dir.ix. 


Saturday, December 17th, 1938. 
~. 645 — 10;50 a. m. Session. 


RE EER TN TE 


DR. BYRON B. BOATRIGHT, having been recalled, examination 
by Mr. Frawley continued: 
THE CHATRMAN : ANS TA oly aie oa gis Bp 

6) MR. PRAWLEY: Dr. Boatright, I believe your attention 
has been called to an error in last night's evidence due 
to an arithmetical error which was made, will you explain 
it to the Commission? 

A Vescuthet is correct. Last night during phe: ¢aleulation 
of the error that might be possible by introducing, 
by changing the initial and final pressures in sir. 
Davies? method of estimating, I made the assumption 
that a well had produced 10,000,000 cubic feet of gas 
With an original pressure of 1500 pounds, and a final 
pressure of 500) pounds. Using those figures); 1 arrived 
at.a figure of 250 barrels of oil represented in the 
ground by the remaining gas, estimated by that methad. 
Then, in an endeavour to show the error that would be 
introduced by 100 pounds difference in the) two pressures, 
in other words, the 1500 pressure being 1400 pounds 
pressure and the final figure being 600 instead of 500, 
Lyarrived at a figure of 1200 barrels, whiel*should, have 
been 375 barrels. The mistake was an arithmetical one 
and, of course, was not intentional, but if those figures 
are corrected the answer will be 575, which is a 50% 
inerease in expected recovery instead of the four or five 
times that I stated last night. i neave corrected the 
figures that were given, and if it is permissible, [I 
Wald like to have those inserted in the places of the 
omes Which were given. 


NOTE: See Page 622. 
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Or sone or any other method which will call the attention 


of the Commission to where the error occurred, some notes 
made by the Reporter as the makes the transcript. 

MAJOR LIPSLTT: It,was just a mistake in Working out 
the arithmetic. 

WITNESS: Quite so. 

WR. FRALEY: But it would be sell to have it at 


the place, some notes) mde, "This/correctedmiatery .) or 


sanething like that. 


THE CHATRMAN : We think we will be able to find it. 
ad GRIDDLE Sint : Mr. frawley,may I interrupt fora 
momen t? 

MR. FRAY LEY: Certainly. 

MAJOR LI.SETT: i appreciate) the taegor or perror witch 


you drew attention to, by taking the ,as-oil ra4i6 in 
Ogtober and the pressure in November? 

Les. 

Tnvyour 2iiustration? 

Yes. 

There is one factom ofr erwr that you drew attention to? 
Quite. 

Is there a second one then possible, of errar, in the 
eTisinal gas-oil ratio Tigure? 

There are two possibilities of error, one is in, you see 
the original pressure,in some of these cases at least, 
had to be assumed, he didn't have the actual figure, and 
then the final figure was taken as of November, Whereas 
the gas-oil ratio was taken actually in October, and 
that introduces the gas-oil ratio error and there have 


also been introduced an error on account of the assumptioa 
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of the bottan-hole pressure, so there are two sources 


of errors in the calculation, ._the one is the gas-oil 
Teatv1o, the other is the difference in ithe, pressure drop 
that would be obtained by different assumptiong. You 
understand, of course, that figure of 100 pounds difference 
at both ends was taken merely as an assumption. 

Oh, yes; thank you. 

IR. FRAWLEY: Now, the next thing I want to ask you 
is what significance do you attach to the calculation 
madevby: Mew Davies, 1d: think at-vyour Wrequest, “withiyrespect 
To whe Daviess NO. 2 wel 1? 

That. calculation merely showed that hed the information 
from the Davi No. 2 well been interpreted in the way I 
think 10 snould have been interpreted, that 1% would have 
checked wvery closely my estimates of totavioil sin wtie 
reservoir. I, believe that the figure worked out ought to be 
approximately 60,000 barrels per acre, as compared to the 
sixty-two thousand some odd barrels per acre, which I 
estimated in making my report. 

Yes. Now, will you mark on the map the following wells 
which were mt taken into account by Mr. Davies, Anglo 1, 
West Turner, Command, Froducers' Crude, and Home-Millarville, 
and make such comment as you think is Warranted with 
respect to those, to this Commission? 

These wells were plotted upon that Exhibit of Mr. Davies. 
Referring to Exhibit "235" these wells which you named, 
namely, Anglo Canadian No. 1, Command, Producers! Crude 
and Home-ifillarville. 

And “est sfurner ? 

And West Turner, aré all outside to the west of «ar. 


Davies! Area Bs Of course, Home-Millarville is here at 
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the north ena of the fleld and, of icourse’,.it was not 
included whenMr. Davies made his estimate, nor was it 
tnoluded yin Mr. Link's, estimate, 
THE CHATRMAN: Wmat importance do you attach to the 
result of the drilling of that well, as to what that has 
brought about, from what you know now? 
To me it means this, that we have a well clear at the 
north end of the field and to the west) whiten vhas proven 
to be a commercial oi] well and we have the structure 
between there and the prolific @0uth end onthe ield. 
it' seems to me it makes more reasonable the assumption 
that that whole area in between will be pnroductive. Of 
course, it is admitted that the porosity of the limestone 
varies Trom place to place but, nevertheless, that does 
not change the average conditions in the field, and it 
Simply is an additional piece of evidence that the 
assumption that oil ee ae may be expected 


— 


generally between the 2, 009 foot aud) 4, ee Poo contour . 


more reasonable. . i might ‘say in “ae Sonnet that 


both Anglo-Canadian No. 1 and the Home-Millayville No. 1 


are very close to that 4,000 foot contour line. They 
are between 3500 and 4,000 foot contour line. 

UiR.- PRAVLAY : Now, I think I ha vs just one more 
pointg tor vou to take up, Dr. Boatrignht Wai vou) peter 
to statement Nog.4 and 5 and analyze for the Commission, 


Mr. Davies! statement Nos. 4 and 5, and analyze for the 


Commission any fallacies which you see in those statements 


and the deductions made therefrom? 
Well, statement Nos. 4 and 5, ir. Davies" statemmt,iios. 


4 and 5, are the starting data for his reserve estimate. 
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otatement No. 4 refers to Area A and eontains all of 


the information which was necessary to Mr. Davies! 
calculation of the reserves underlying that area, 
I should say recoverable reserves underlying that area. 
Table "*B" is not as complete and merely shows a portion 
of the information that was contained in Table 4, 
Because of the fact that Mr. Davies in making his 
estimate of Area B simply assumed that the area would 
produce an additional amount of oil over that estimated 
for area A equal to the amount of oil that had been 
produced up to the time covered by his estimate. Now, 
his assumption has an element of error inasmuch as the 
pottom-hole pressure is taken at the beginnings’ of) his 
producvave: Verwood‘. He admitted that in some instances 
he did have the actual bottom-hole pressures measured by 
approved methods but that at least in a portion of the 
casesihe did) notivhave the correct hott om-hole pressure, 
and had to estimate that bottom-hole pressure. He 
further admitted that those estimates were not based upon 
@ pressure gradient of 3536 pounds per hundred feet below 
the surface elevation of 4,000 feet, although all the 
evidence in the field points to the correctness of that 
particular figure. Another element of error that was 
introduced was by taking the gas-oil ratio for the 
previous month at a time when the bottom-hole pressures 
in the. field.as a whole Were rising. The final botton- 
hole pressure, of course, was taken a month later and 
was based upon the best information available. The 
majority of these wells were measured with bottom-hole 


pressure instruments and it is possible all of them were, 
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Another element of error that was introduced was in Mr. 


Davies! failure to take into ‘consideration the rate at 
Which the wells wore flowing:at the time those gas-oil 
ratios were taken. In other words, previous testimony 
had brought out that gas-oil ratios are a function of 
the rate at which the particular well may be producing 
at the time that gas-oil ratio is taken. All gas-oil 
ratios from practically infinity to whatever the minimum 
gas-01]1 ratio for that particular well may be, can be 
obtained by changing the Sai enens under which the Well 
is producing. Therefore, any given gas-oil ratio must merely 
be the gas-oil ratio at a particular rate of flow. The 
Boas-Oll ratios for the various wells, theretero ware not 
truly comparative and do not represent the true conditions 
in any given well. That being true them 1? follows, 
rather logically, that the sum of those gas-oil ratios 
Tie mera Crue cri terion. 

There 2S) ne dei Geol dee mie a 
introduced im this respect, the bottom-holes pressyre 
wag admittedly the result of the withdrawal of both 
oil and gas from the sub-surface area immediately 
surrounding the well, plus the volumetric withdrawals 
of both oil and gas from wells within the drainage area 
of that particular well. 

There is the further fact that the 
gas-oil ratio of a particular well at a particular rate 
of flow will also vary with the bottom-hole pressure, 
That means then that the gas-oil ratios, to say the least, 
are not reliable for the purpose of estimating reserves 


in a field such as Turner Valley unless the various 
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factors which I have just discussed are taken into 


‘consideration, and I believe that in Mr. Davies' estimates 
those factors were not taken imto consideration because 
many of the factors were not available. 

Now, them. .... 

Just excuse me, that covers statement 4. Of course, all 
the errars which were introduced by statement 4 were 
also carried over into statement 5, which applies to 
Area B. 

TH’ CHALTRMAN : You are speaking of statements 
described.by that number in Exhibit "19"? 

Yes. 

Tk. BOATRIGH?T,: Will you read that last answer? 
(REYORTER- reading) "A Just excuse me, that covers 
statement 4. Of course, all the errors which were 
introduced by statement 4 were also carried over into 
statement 5, which applics to Area B." 

THE CUHATRIIAN: The statements which you so describe 
Srey Veber, Old on xn bit, LOM? 


WITNESS : That is right. 


, ME. BRAYLEY And they are descrived in that 


fashion in the report? 
That is right. 
ir. Davies’ numbers? 
Yes, and statement 4 is page 50 of that report, I believe, 
and statement 5, rage Ol. 
An additional error is introduced 
in the calculations for Area B by the fact that although 


the gas-oil ratios or the average gas-oil ratios of the 


wells in Area B are only about one-sixth of the gas-oil 
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ratios in Area A, that fact was not taken into considera- 


tion. A portion of the error introduced by his including 
of that factor was compensated for by the assumption that 
the averageupro diction per.acre to Gaceywould bein 
addition to that to be expected from Area A. That 
amounted to some 1700 barrels per lacre, I believe, making 
the estimated recovery for Area B Somewhere in the 
neighbourhood of 8,000 barrels per jere. He then 
arrived;at an average figure for» the  twovarcasiby 
Weighting the recovery per acre from Area Band the 
recovery per acre from Area A, applied against the two 
acreages, to determine the average. The fact that 

the gas-oil ratio in Area B Was six times approximately 
the gas-oil ratio in area A indicates that about six 
times. the recovery should be expected from Area iB that 
can be expected from Area aA. That then gives an estimated 
recovery of approximately 40,000 barrels fron Area B, 
against 6,555 from Area A. Weighting those two averages 
givesma ‘probable recovery (for the whole arecawiiiuetuding 
both Areas 4a and B of approximately 20,000 barrels per 
acre aS compared with the 17,000 barrels which I used 

iy) ey Fevoruawarrying that Mi gure .on ur tne yas 

total amount, or area of land included in my probable 
productive acreage was 10,000 acres. roused a gas-oil 
contact line of 2,000 feet, and a final line to the west 
on the 4,000 foot contour. That gave me a figure 

of productive, of probable productive acreage, of 

10,000 acres. ifr. Link in his estimate used the term 
"possible" to describe acreage of a similar nature, md 


gave that acreage 17,187 acres, or almost twice the area 
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CO Dene 
Which I included. It seems to me that the basia figures 


which f used in my calculation are reasonable. There 

is no intention on my part to set them up as absolutely 
exact figures. any engineering estimate has to be based 
upon the best information available. In working out 

the figures which I have presented here I took into 
consideration all the various methods of calculating 
reserves and I took that sethod which I felt ineluded 
all of the engineering factors involved and the factors 
witch gave me the minimum recovery to be expected. 

Now; “then i just there, you last night were interrupted 
in your attemnt to answer the Chairman's questicn with 
regard to the estimate of reserves in the United States 
by competent engineers from time to time because you 
did mou nave a-certain record, wilt you complete your 
answer now? 

Yes, in the O11 and Gas Journal on page 108 -0f ‘the 
moron l7th, 1958, issue, Will. De, Tound 4a) evareno nt or 
the estimated reserves yearly, and total production, and 
WELL statisties for L926 to 1957 inclusive. dy sino 
read for the year 1958, I will give three estimates by 
three different authorities in the United States, one 
estimate is approximately 13,500,000,000 barrels of oil, 
as the total ultimate reserve now in the United States 
in known oil fields. The next estimate is approximately 
15,000,000 barrels...... 

You mean billion? 

Billion, Lam sorry, 13,000,000,000 barrels, am the 
other estimate is approximately fifteen anda half 


billion barrels of oil. At the oresent rate of 
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consumption that means that America has sonewhere 
between ten and fifteen years of proven reserves or 
probable reserves. The actual knowm reserves proved by 
the drill only represent about four and a half or five 
years. Those figures are not given here, but I happen to 
know what they are. 

Q THS CHALRIMAN ; The point you make in that is what? 

A Is that two-thirds of the production estimate for the 
Mnived States: is on the basis of estimates simidar to 
the ones we have made here. In other wards, it is not 


unreasonable for engineers to attempt to forecast what 


Up tehagpe nm in Tields, ahead Ot) the varie 


(Page ©53 follows.) 
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TH CHALTRMAN: Dr. (BOatragnt, it) has been 
pointed out that Dr. Link and lir. Davies may be and 
are engaged by private corporations. It has been 
intimetea@ by Counsel for Anglo-Canadian Oils 

that experts would) be here iin their employ at their 
behest. You were invited to come here by Commissinner 
Frawley? 


A That is, correct. 


$2 


I want to Know vihat your instructions were when you 
were,gsked to make inquiries in this, matter with) a 
view to giving evidence. I want to be clear what 
you were asked to do. 
a 4t the time Iwas employed for this work 1 was told 
Dy athe sClicitor for) the ‘Commission ite ereurev, (that 
they wished an estimate of the productive life of 
the oil reserves in the Turner Valley field, that 
i-¢ there was any information 1 needed for that work 
it would be obtained for me if possible, from any 
Source whstever. I. was told that 1 wae to use eves 
Single factor 1 thought was necessary. There Was no 
e) abvemoteot any kind at any time to ant luence nay 
figures. The figures: whieh dt have presantedmetio. you 
are my honest opinion of what those reserves are. 
As I stated before I am not se tting those figures up 
\ as exact, but they are my estimate of wh.t the futur: 
holds for the Turner. Val ley field, taking, ell of the 
engineering factors into considévavion. 
LUN eG ann TA ee Ge Vay I just say. does that apply 
to any persons who havs spoken to you at my request? 
4 Yo, thet is, rue. Parone houy wie Work toe dad 


every possible facility was pleceu at my disposal, and 
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there we.e no suggestions offered of any kind as to 
wh:=t would be the setisfirctory Life of the fisld. 
They and Mr. frawley so stated in specific terms at 
the first of my work, that whot they were interested 
in was the reasonable life of the field whatever thet 
Life might be,ancd I went to work upon thai besis. 
THe CHELATE: I hope that i.c. Frawley 
will not think thet this is 5 reflection in any way. 
I just merelywanted to get it on the record that 
this Commission only wants «ny reasoneble finding, 
it is not concerned where this evidence might lead. 
Mix, PRALSY: Your purpose in erriving 


ata figure was to do hat with it.te-shev-shes 


4 
To show that figure under proper pipeline pressure. 

C. Ana give it to ).-: li6rrigon Who wes elso enagc:ged by 
me to Work out some accounting figures’ 

v3) ahet 18 correct. 

es I want that to be clear, the Chairren of the Conse»vetion 
Bosra is the person who conta@eted you for me and et ay 
request’ 

a Yes, tht is correct. 

( Now any instructions he g:ve you were they -+ sl) in 
variance with the stetements you made? 

A Mo, not in ths Lédst. 1 might say as o matter of feet 
Mr. Knode was merely an intermediary to put me in 
contact with you. 

‘ed I think that ts elear, but you were really not told 
very much by me et all. I wan hot abie to give you 
very many instructions’ 

A NO.» 
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Has Oe a ONE Ho, I Gan understand that. 
MR. LIPSETT: Dr’. ‘Beatrignt,) this 1s only 


on just one point we toucned on lest night, andthat 

Was that some difference in results might occur by 
improved methods of clea You did not develop 

whet fatal. Dinink 1% erose “ih connetticon with 

too won tn Iarvitle well, thet) anveaddition to 

whetever production is on the upper horizon that 

it would still continue getting thet and go down 

on a lower horizon if modern methods or improved 

methods were used: I would be glad if) you would 

nevelope thease) Dttle if it) isi theme chineny 

Or the running of 4 pipeline that is) necessary or what? 
It involves primarily surfacé equipment. 11 1s 
accomplished by that surfsece eguipment and it simply 
means thet ea mixture of gas and oil is used es a 
Girculating medium under pressure to «rill through 

the porous pays insteac of tne old method whereby 

water or mud is used. The controlled dpidbing) is 
reelly pressure controlled drilling, and simply involves 
the circulation of mixtures of gssS and oil when drilling 
through pays,-anc it is kept from exceeding ths pressure 
inthe hore: at & point sbove tht. of the form: tion so 
thet there is no circuletion of that fluid back into 

the formetion, vhich enables the wells to be byought in, 
at their maximun potentiality. It @lso hed =» nother 
very important sdvantege, and that is in drilling those 
wells. The actuel porous section and its ability to 
produce is measured, end in thet wy the ges and oil 

are able to be accur:tely measured, and it shows eny 


incresse in the gas or oil th:t is in encountered in 
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the form tion and that becomes immediately apparent 

on the surface. Pressure controlled drilling gives 
very accurate informition concerning the content of 

the various porous sections that sre drilled through. 
In addition to that it has a very decided advantage 
from a safety standpoint, that is, in the prevention 
of blow-outs and the proper handling of equipment. 

The use of pressure controlled equipment involves 
primarily surface equipment and compressed gas or 

high pressure gas of same sort or other. When I 

say high pressure thet does not meen that the pressure 
has to be around two or threes thousand pounds, but 

it requires an appreciable pressure of somewhere 

around 1000 pounds es a general rule. That varies 
With the depth of the hole and, the ‘condition under 
which the work is being done, but it gives very 
valuable inform:tion, and it is the most modern 
equipment eveilable for the purpose of driliins oil 
Wolls of this particular depth or’ the situztions 
Similar to that which you have in the Turner Valley 
CREM Golem fo i It is not experiment:1 equipment and 

it hes been used in the most dangerous spots of North 
Jmerica. It is used in hig pressure gos areas where 
you heve highly supercherged conditions. snd it is also 
used in severel lime fields in émerica where the 
Conditions are similor to those you hive here. 

They are used in the Big -Leke area field in Texas, 
which is a high pressure field , and there are recoxds 
“Viileble to show thet-drilling in by using mixed peat 
and oil have resulted in increased recoveries of at 


least 100%. Those :re =:ctuel experiments with high 
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pressure wells. Thit field had an original pressure 
of 200 pounds and in that field severel tests were 
mede by drilling in eee end mud and the drilling 
by the high pressure method, where ges and oil were | 
circulated. The equipment involved some additionsl surface 
expenses, and of course, involves engiysering knowledge 
to operate, but it is merely a matter of educiting the 
grew to handle the equipment, and to have engineers on 
the job for the necessary engineering part of the work. 
Whos equipment is beinzs used practicel ly abl) jover tue 
United States. 

Q Is the effect of that thet you would get on the one hand 
MOSsSsibLy more (oll out of the particular well or cast 
you would get the oil at a higher horizon which under 
the old process you might expect tc get at,e much lower 
horizon. In other words, would you expect to get 6 similar 
quantity of oil or more‘ 

4 I would expect to get more ail out of the well, because 
the conditions for the oil flow in that well ere: tre most 
favourable you can heve. ‘hether or not pressure controlled 
aTilling is used in this field wou lid) not liatitect the tote. 
Seyouns or oOLl to: be obtained -Trom tie Tipidy bub Lewin. 
affect theprobable totel amount of oil from any individtial 
well, and it may affect the totel recovery from the field. 
THE CH* ERMAN: Lithink you Potnrec our Wash nieh t 
but I want to be clear on that, that this special 


equ:-pment involves special adyantuges* 


f surely. 

@ And you think thet your thirty yesr estimate stands, 
do you. 

B Yes, I feel it does. I feel that there are enough 
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additional fectors which I used as s:fety Erato 

CO Stall justify the LTiguwe oT $0" years.) fant tedly 

the production factors in the closing in of the gas 

CapS 18 Zoints to reise, the recovery. and wiineve no 
ergument with thet statement, but the figure of 30 

years which I seve as my estimates is quite resonable, 
and what might reasonably be expected from the Turner | 


| Valley ficld regardless of whet heppens, Uniess, of 


| Gourse, there is a deliberate attempt to ruin the field ,|| 
| | eee REN Pa aaa a f 


Bia wo 
|| which nobody can teke into consideration. \ 
| sch poasepeapnpeernsatennestasS enhance each cs pl sdk pease ON Te re TT Tera Tihh iene ese 
\ , 
| MR.VOLSN: Dre Bolt eight. Ve Voie) pS U 


\ permitted to ask you a few genersl] guestions, taking 
your evidence I see down in the earth limestone the 
Width or depth or thickness 1 suppose is the proper 
expression of 170 fect that limestone you sny is 
about, and 5% porosity snd th/t is an estimate? 

A Ys. 
Q Sod You say thos there. is & Tour and a hei Te0t void 


Space in that lime, is thet right,voctor? 


£ Benolieye the Tisure is 6 feet 6) times D700. 

Q But of that you ire taking only four and « half feet? 

A &pproximetely four and a helf fest is considered es 
being oil contsined. 

Q Four and @ halt feet is considered as being 011 
contained? 

h ‘That is right. 


Q ion ievGone O11). container, may 2 e281 it thage 

A Yes, in other words th:t is the amount of space that is 
occupied by oil, 

Q And based upon these three faetors, the thickness of the 


lime st 170, the amount of porosity at 5, the thickness 
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of the void space :t 4%, you reach the conclusions to 
which you have come as to the estimate of recovery 
There ~S/in- this field. 
inet TS scorrect. ‘However, Ll vould Vine te oon Olt 


4 


that before thet figure was Linelly accepted sd 


3 


Gitional 
calculetions were made and that in those culculsetions 

I found that in the gas esp area there was spproximet4ly 
three times as much spice as 1 estimated, and that 
considering all of the oll wells Whicnhed oeen drilled 

in 1937 and 1938, these also indicated that there was 

three times-as much space underlying these wells or thes 
aress as I wes assuming On my estimte based on porosity. 
I siso took into considerstion the matter of gas-oil rétios 
but decided at en early date in iy investigation that 

that wes not 4a proper method of estimating the reserves. 
mop edoe tive fe, down to the Tour \endia hele Teer orivoud 
Space there’ 

Nes, thet is the figure I used, that is \copracn. 

And on that figure you srrived at a recovereble reserve 

of 170,000,000 berrels <p proxim:tely. 


Y@Se 


J 


pod if your estimate of Tour and s helf feet of void sp ce 
is wrong to the extent of one foot, th:t would reduce 

your amount of estimeted recovereble reserves by 

approxine tely 20? 

That is correct. 

SO thet instead of 170,000,000 we would hove 170,0.0,000 
less 34, 000, 000% 

That is correct. 

Andif our voié space ‘es reduced pw another 20% we 


would again have another reduction of 34,000,000, making 
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Miypylinoes,000,000,3n your estime te of recovers bile reserve. 
fs Thset is right. 
G. /pplying th: t to the estimated amount sgain instead of 
having 17,000 wer acre we would have 17,000 less 6400 
if we were one foot out, and less 6400 more if we were 


two feet Oytbe 


A Ves. 

C I am not asking you to edmit, Doctor, thet you are out in 
your estimate, But lL Pat Lh tO You eee Vaymen rar vou are 
Out that is the, result. 

rp Yell not necessarily, it may also be possible thet tie 
thickness is another foot greater, end the porosity is 
oro une per cent greater. In other words, the assumption 
you ere speaking of mey sépply in both directions. 

2 eo Rae at si cut the porosity iis higher the’ recovery is 
ereaver, end if the thickness of the) Vord space is sired ér. 
the recovery PS iores ver: 

A Dieta LS rcurract. 


Q That applies both ways? 


A Yese 

Q You heve given an estimeted 5% porosity, ii. Bo: tright, 

A Yes. 

Q If it were 4% would it make. much difference? 

A Yes, it would. 

Q ould it make any difference in your estimete of recoverzble 


reserves, the difference between Avg porosity and 5% porosity? 
4 Yes. 
Q How much? 
re Lbout 20%. 
Q £bout 20? 
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Q Just as is the case in the thickness of the void spaces? 
He Yes, that is correct. 
Q Vell then, Doctor, the assumption is, and yous estimetess 


are besedq wpon at, that this ‘void space is to be found, 
I tke it, throughout the length end breadth of these 
10,000,as you would e211 them, probab.le acres? 

A That is: correct. That would be the average. It would be 
much greetcr in certain pleces, and much less in other 
spots, but the over-all average would be about thet on 


a porosity of 5% over 170 feot section. 


Q Vith four and a half? 

4 Actuel oil content. 

Q Because we know, do we not, Mr. Boatright, that it does 
not edtend over the whole area, that this condition that 
we are discussing now and esking you about does not exist 


all through the horizor throughout that 10,000 acres, 


don't we? 
L We know it varies from place to pléce in that horizon. 
Q lie@ll we know there are some dry holes in that sres? 
4 Ve Know that there have been some dry holes drilled in 


what is know: to be the productive area. 
Q In this probable srea? 
No, I. believe not. 
Q Well, where are these wells Brown Wo. 3 and the Dalh@usie 
Nose 8? 
Those two wells are right here, { Indicating). 
Q Are they in your probable area? 
I will have to check thet on the map, I can't tell you 
that right nowe 
TH CHALRIAN: ‘here are those maps? 


(Maps produced). 
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MR. NOLAN: Here are the maps? 

Brown lo. 3 is not and Dalhousie No. @ is right on my 
bane LHOMy Oe res, 

Nov if our void spece hes a 5% porosity, our oil content 
below that, what has happened? That is just a4 leyman's 
question, but whet has kappened down et the bottom of the 
well? 

You are referring now tc Dalhousie No. 8. 

Yes? 

Here is what happened in my opinion. It mey heve been 
that it was due to the peculiar condidions under which 
that limestone wes laid down thet the porosity was there, 
and things might have happened to have sealed up thet 
porous space with calcite or by some other naturel pheno” 
menone The fact remains, nevertheless, that upon the 
best information which we have at the present time, 
Dainousise No. 8 had Little of noe porosity ih the Lime 
sections where it should have been expected. 

Vell. my) pore ls GHdSy thes wi Company, “A dnilder a weld 
in the probable area, and gets nothing, it would necsssarily 
fall, - on 40 may I say,- th:t Company "B" on another 

40 acres would have to have a recovery of very much 
Breguer Boon your Tieure or (7,000) barrels per acre tn 
order to keep up this average? 

Certainly.» 48 I understand your ergument, it simply amounts 
to this that on over-all everage we must have sufficient 
recovery to justify the expense of drilling holes and 


that statement is absolutsly correct. 


Vhat I cannot understend 4s 4 private Gitizen is how von 


know thet we are going to get anything when you go down in 
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any place in those 10,0U0 probable acres, when you 
have instances where people thet go down get nothing. 

A fnd you also have instances where possibly they don't 

get anything or get a smell amount of production, 
end surroundes).on eil sides by -produgetion.) That is 
the history of #11 Limestone fields. 

foe 20U Said yesterday, Dr. Boatright, that there is 4 variation 
Poe COUloo shee clos porosity? 

A inet 2s. COLrect:. 

Q And the conditions throughout the field, and we mean our 
morber Velicy lield, vary Within wide Pimites 

A Una t. is right, there is no argusent With thet at all, and 
Huet point simply bringsout the fact @s8 i Neve pointed 
Out humerous times throughout this investigation on 
arriving at any generel figure at all, it is necessary 
bo. take into, consideration all.of, the best, information 
possible, and froma great Mimber of wells 

Q fais oh yeors cicure,<;Dr.. Boo trisht, tis  baseduace tion 


aereduirement, of: 16,000 barrels: a, dey? 


A Dec te correct. 

Q A morket requirement of 15,000 barrels a day. 

fh Piien S. COPrect. 

Q Now it would be fair to essume, I take it, that market 


requirements will govern? 

A Yes. 

Q The t being so, there will be more produced and the life 
ef the field will be lessened? 

A Not necessarily, if thet field was properly pro-r: ted 
there is e certsin maximum amount of oil that can be 


taken out of any given number of wells anu market demend 
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Q 


should not be allowed to set a figure of field production 
which exceeds thit maximum. 

“ell, how will that maximum be fixed? 

I do not know. 

At the moment it. is 15,000 por day’ 

Dioise abit Mes. eg OOO. 

As this moment) .it ts) 12, 5007 

io ai 

mou neve stinxod 2 figure of 16, 000% 

Yes, thatwas the sverage. 

For the whole? 

ee. 

Since the Board came in? 

The yeer's average. 

fThat.is the averege for the year? 

Yas. 

Dut yifuvwe extract this oll«afrom these ecres) in the 
dumnersVaddley field) atwamore rapid re te; pwiaiinot 
the life of the field bs necessarily reduced? 

Yee, ,OLaGcourse; if, your SssumptVLon  thetutre wiiolaqnwi tL 
be producing at <= more répid rate is correct. 

Teew Weackn maowns the life of the Tigid: 

Certainly. 

You said one thing thet interested me, not yesterday 
but some time ago, vr. Bortright, that the cost of 
nronuction, docs not fix. the \priea of) erude? 


In Canede. 


I am sure the Go mission would be interested to know 


What does fix the price of crude? 
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A In Canada’? 

Cy Yes? 

A The price which is received for the Turner Valley, crude 
I believe depends primarily upon competitive prices in 
the United States, and the price of erude that is in 
Tapper’ Valley is.«of course, controlled) DY the Company 
which you represent, and you probably know more ebout 
that particular phase of the subject them I do. 


Q I will not admit that, Doctor. 


Mi... FRAWLSY: His, e¢lisnw/ dees Wii nou git. 
MR. NOLAN: However, my point was that 


the cost of production you said does not fix the price 
Or Chude, Som twning else fixes thats DUT 1S Vt) now ve 
fact that the cost of production will necesserily 
affect the number of wells that ears being drilled? 


1 nink LT would preter to state it this Way: Uhesdaost 


5S 


of production sets the minimum price whicn can be 
received for a barrel of crude and still make So profit. 


tow, if we had another field in this western part of 


£0 


Canads where we could get production commerciolly 
in quantity at lesser Jepths for less money would it 
follow thet capital would be attracted to that newer 
and cheaper field? 

£, I think undoubtedly thet would, but you must elso 


remember this thet it also depends upon the growth. 


of demand in the Province end-in-Canada 88 6 whole, 

and in the world as 8 whole, and if we are going to 
project ourselves into that phase of it, it is 
necessary that we take into considerétion international 
Gonditions, netional conditions and locel conditions. 

In the United States, which is the lergest o11 producing 


country in the world, therm are wells producing from a 
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depth of 59 feet down to a maximum depth of 143,300, 
ena Ssomeyodd feet. The history Of those [1elas has 
been the same «=s the Peery Of Une ielas whe your 
country. . There is 4 great increase in the demand for 
erude, and this has speeded up the development. There 
vet eke in the United States which are comparatively 
cheap, and there are other wells which cost es much 

as those up here 4, Turner Valley, where you have an 


excellent grade of erude oil. 


(Go to Page 667). 
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Have you had the opportunity of ascertaining whether 
the drilling that has been carried on in the Turner 
Valley, has or has not been profitable? 

No, I have not. I may have had access had I asked, I 
didn't go into that. 

You have formed no opinion as to that? 


Just on the basis of whrt your own witnesses have said 


and what 1 was informed was the figure for development. 


But you have formed no opinion jn your own as to whether 


or not drilling in the Valley has been a profitable 
venture —or not? 


Well, I feel it has not up to date. 


Yieor Now, you are, Dr. Boatright, a Consulting sngineer? 


Inate da sigorre et. 

aAnd.tor, the purposes of the record, and Fado not nmeay 
to be impertinent, what is a Consulting Engincer, he 
is a gentleman who what? 

Who is called in to express his opinion, or to take 
eharge of operations when someone needs help. 

Yes, and your work has been primarily connected with 
the oil industry in its various stages? 

In the production, valuation and geological data. 

And you have had something to do with pipelines? 

hese 

Because that is a component part of production? 
Correct. 

You, of course, have formed no opinion as to the value 
of this pipeline, that was no part of your duty? 

No, I made no gwaluation of the value of this pipeline. 


But you have evaluated pipelines in other places? 
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That sis-correct. 

Pipelines conparable in extent to this? 

Less oink SO. 

This one being thirty odd miles in length? 

Yes, 

You know this one was laid in the first instance, the 
first pipe was laid in 1925, do you? 

Yes, I did not know the date, I knew it was laid some 
ten or twelve or thirteen years ago. 

And in connection with your valuations of pipelines in 
other places, Dr. Boatright, you have gcCne into the 
guestion of amortization? 

Yes. 

Do you think that it is fair to this company operating 
this pipeline to amortize its investment over a period 
of thirty-one years? 

AS 4 matter of fact, that pipeline, including the new 
line, is already amortized on the basis of the additional 
profit which has been obtained from that line at the 
rate you have been charging. 

Doyo think it Vs fair’ to this) company’ to Tis now for 
the purposes of accounting, a period of thirty-one 
years to amortize this investment? 

Diceci ivat. the: life of the flela: 1s coiney to be “eiriy- 
one years. 

OE NYes. 

and I expressed no opinion as to the pipeline. Now, you 
wished me to express an opinion along that line? 

No, I just want to say this to you, and see if you will 
agree with me,if you will or not, do you as a rule 


fix periods such as thirty-one years for amortizing 
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pipelines? 
If the condition justified it there is no reason why 
it should not have been set at thirty-one years. 
Has it ever in your experience justified such a period? 
I do not know that any such period has ever been used, 
for the amortization of pipelines, but there is no reason 
Why it should not be if the conditions are proper. 
You have never encountered conditions before justifying 
a period uf thirty-one years? 
Well, as a general rule in the work of the amortization 
of pipelines it is not a matter o& what is justified. 
It is a matter of what ca be gotten awaywith, and the 
Pipeline is generally interested, nov, in thevlite ofthe 


Trelovbutiin the minimum to De sure _that the rate oy 
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with the a. pipeline. _ They accept ten years as 


being the amortization rate. 


Ana@ is that what you have set in your evaluation for 
pipeline comoanies? 

Oh, no, the pipelines themselves set the rate. They pf 
merely want to be sure that my estimate assured them of | 
eilite sufficient to cover that perio@d andi they orefer 


to have a safety factor of about five to one. 
A safety factor arising out of the particular Nae ene is 
Sutsching to an oil field , namely, that it isa 

hazardous undertaking? 


Well, I would like to point out an aecepted thing in that 
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COMPoCy On. | for a oiven Onl Gh aveiven wield avecrtain 
price is paid delivered to wherever the refinery centre 
On Market \iSs,\and of mecessity the price) received) in the 
field for that oil tes to take into consideration the 
pipeline cost of transporting that oil. I want to point 


out a little interesting sidelight in connection with 


that. Under an ordinary lease the oil company is required 


to pay the cost of producing the royalty owners' crude 
On wran Gs kale 

In this case that is the Government? 

Sat Ps heaee, Ss ves, and if by makingiexces=iivel pips fine 
charges) on ‘that oil he can reduce) the orice received tor 
Siewcrucesiwhich yj atter ah, entheveri terion ior what 
the royalty owner gets, and throw that additional prize 
imto his pipeline charges, he is indirectly making the 
royalty owner pay for some of the lifted cost of that 
Oa. 

And should he do that? 

Ama pipelines are cognizant of that: faeb andjat isthe 
natural tendency of anyone in business to make money, 
that is the reason they are in there, and pipelines know 


of all these things, and the pipeline in an integrated 


— ra eR nea 


company is merely a service department and is not 
Se a ge Piebis- rg TT SL ase ASIEN as, 


entitled to make a red cent of profit on this comoany's 
ee ——————annnnnlll hoi, Caen aaa ERI an OREbin ibn ee 


operation. Now, when an integrated company pipeline 
ae 


goes into the business of transporting oil for others 
then it becomes a profit making venturc. 

oe ene 

Yes, but to go back to where we were, is not the 


drilling of oil wells in this Valley here a hazardous 


venture? 
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A 


Certainly, but I woula like to point out that the 
dritling Of wells has nothing to do with the pipeline 
PT 2b ae "a common carriers it eon Vhe business. of 
making money and oil is delivereé to it at one end and 
Le celivens4i bt at. theo ther. 

BUG ih therev is) no oll) there is novuse for your pipeline? 
That is correct. 

And you, of course, well perhaps you have not made any 
examination or aone anything in respect of this pipeline 
nere,;) Nave, you? 

No, exeept to °Hbout the length of it and that there 
are twor4t inch and ,one 6 inch laine, Io nave mot made any 
examinatronsot the pipeline phase of tires. 

Now, there are some technical questions there, and with 
VOUropermission, Dr. Link will ask Dr. Boatrignt in 
respect to them. 

THs CHAIRMAN : Beroré, Dr. Link svarve, vou asked 
Mik NOleaniwitrs he. wanted your Opinion and: be did ney press 
VOUS2OD Mt With respect To Lhis pipeline matters ine 
Commission would like to have it if you have anything 
more to say concerning pipeline g? 

I have forgotten the occasion, iir. Chairman. 

MR. FRAWLEY: The question was in relation to, 
whether you had an opinion’as to amortization over 
thirty-one years and you said "I can give you my opinion 
about that." That is the note I made, and Mr. Nolan did 
not press you for it, it had something to do with 
amortization, do you recall? 


It comes back to me now. As I pointed out to Mr. Nolan, 
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Whe ordinary pipeline is: not interested in how Gi? 
depreciates in any period, but are interested...... 
TH: CHAT RAN: The pipeline company, you mean? 
The pipeline company. 


MR. FRAWLEY: Or owner? 


- © F £€ 


I am referring now to a common carrier, are not intcrested 
in charging the minimum depreciation rate which anybody 
charges. They are interested in charging the maximum 
rate that can be charged, and in the ordinary pipeline 
evaluation, the pipeline itself sets the price whi ch 

in its Opinion may be safely used, taking into considera- 
VION tas Lire of ‘the field, which mist be as) sreat as 

the life chosen, but they set the life of the pipeline 

as a general rule at the minimum figure for depreciation 
Or, in Other words, use .the maximum depreciation figure. 
A tVveure Which. 1s very comionly used iaitéen years, hat 
figure 1S used by a great many pipelines but as TIT say 
the pipeline is not interested in the actual cost of 
transporting oil so much as in making a profit. Now, 
here is anotyer thing too with regard to that ten years, 
that ten year figure has be: n applied rather indiscriminatel 
in lots of eases to various areas, where conditions are 
much different than they are here. Of course, there are 
numerous factors which enter into pipeline depreciation, 
there is the life of the plpeline itself, there is the 
life of the auxiliary equipment which is necessary in 
Operating a erude oil, all these things have to be taken 
into consideration, also the life of the field, and 

as I said before, pipeline rates are set at a point which 


are high enough to assure them that their pipeline will 
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be depreciated out at the, before the field's life 
Dae Outeveutuer than) that dithankiiGias tn wenerea dl the 
experience that the rates are higher than would otherwise 
De necessury. AS a master of  cachiwra, DiUpeline survey 

of the United States showed that the average pipeline 
in the United States at the time of that investigation 
was something over fourteen cents, was something over 


| 14% profit, whereas the statistical summary of various 
| 
| | 


_their investment was about 10%, and the recommendation 
| 


Over ane Ggeiries) On, probably Torty ori meiyee ther 


industries, showed that the average rate of returm on 


| | was made at that time that the pipeline rates be reduced 
| | so that the return on their investment would be 
approximately 10%, or less, instead of the 14%, which 
was away high with respect to other industries involving 
expenditures as high as the pipeline. I believe that 
cOvers it, unless you have Some questions: 

S) THE CHATR: AN: Take this ficld, you estimate and 
you say conservatively the life of this Tre ldvunder 
existing coditions will be thirty years? 

A That is correct. 

Q If you feel that you are ina positiont express an 
Opinion as to whether or not in setting a rate for the 

pipeline company it would be reasonable to take into 


account for rate-fixing purnoses mwW..... 


A I understand. 

) As much as thirty years, or should there not be some 
proper lee-way? 

A tT think there should be some proper lee-way. I think 


personally that a twenty year life is the proper figure 
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to use. 


For rate-fixing purposes? 
That is right. I feel my estimate of thirty-one years 
is probably, at least 70% correct, and that itwill 
prove to be so in the future. Now, that 70% may be 
either high o low. In other words, the figure I gave 
“yourWas what 1 felt 1s a reasOnable figure, but I-admit.... 


4) Your professional _ opinion is —thet—atfigure of 


twenty years should be accepted? 


a 


See 


That is right. 


But were you cOncerned with rate-fixing 7 

NO, I was not. 

Not at all? 

No. 

And I am putting to you now that were you, as we aré......- 


Yes. 


Q 
A 
) 
A 
% 
A 
Q 


‘Then you might say, Will you say, that to be quite fair 
to the pipeline company, something should be taken off 
that agaim for purposes of calculatiun? 


Il feel that, sir, and I think that a twenty year period 


would be very fair to both sides, that is the figure which 
ees NSE a 0a an ne SRT RES eT aa aT 

fohed in-mind. 

Now, this has not been oursued or opened up until Mr. 


3 


ieolan phe opened it up? 


A No, I know. 
Mr. CHAIRMAN: But I ihink, Mrs brawley uit) we ie 
very important feature of this Inquiry, and somothing 
with which this fees appears To be quite familier, 
as to how these valuations are made and how accounting 
has bezn done with respect to them, have you considered 


that in connection with this witness? 


ix ponent SP 
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MR. FRAWLEY: Yes, he certainly was here primarily 
to estimate the field reserves. 

THs CHATRMAN: But he is here, and apparently he 
has wide knowledge of other matters of coneern to this 
Commission. 

MR. FRAWLEY: Yes. Perhaps the most useful thine 

I ean. say that he is coming back and if I pursue it 
nox without sane conference with him it might not be 


Very profitable. 


THS CHAIRMAN: if you telly vst ie witness lis ic cnling 
back? | 

MR. FRAWLEY : Yes, he. 16) ‘coming back, 
TH: CHATRUAN : You never thought, of taret erase of 1% 


MOTO Mes Nolan raised it. 

MR. FRAWLEY ; No, that'is quiterr tent. 

THE: CHATRIAN: Mr. Nolan kindly brought it out and 

if the witness has knowledge I think it Should be pursued 
MR. EFRAWL&Y: Yes. 

THE CHAT RMAN: and if you present it at some other 

time, why all right. 

Q, MAJOR LIPSHTT : You did say something, Dr. Boatright. 
but you did not pursue it, about the amortization which 
has already taken place in the pipe which has been 
built, at the rates which have been charged? 

ys Yes. As a matter of fact, the figures shown by our 
accountamt indicate that, the figures prepared by our 
accountant indicate that the pipeline has already been 
an ortized by the profits of the pipeline operation. 

Q Man LIP Sst? : Is that the pipeline you referred to, 


that was completed twelve or thirteen years ago? 
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A 


Yes, that is this pipeline we are discussing here, of 
the Royalits. I think there are three lines, as a 
matter of fact, there are two four inch lines and one 
Slee Ok line, and I believe that an analysis of the 
eocounts. Of that company will show that the profits 
made from the pipeline charges to date have already 
amortized that investment. 

That is the first pipe, or alk Ofuinet raoes: 

All oF it. The prewent value of the whole plant. Of 
course, 1 am giving the figures which were prepared by 
accountants. 

es 

And which probably the Royalite accountants will not 
aeree With, but I happen to have had access to those 
figures and those figures indicate that in the past 
history of the Royalite Company in the Turnes Valley 
field that their pipeline has already been amortized 
amd that includes the complete plant. 

imeiucine she three pipelines? 

Yes. It seems to me possibly that the accountants can 
speak of that with a great deal more authority than f 
can. 

THE CHAT aN: It has been depreciated to the full 
extent? 

That is the case. 

That as the question of what’ 18a Taiz revinn to the 
earrier for carrying? 

That is correct. 

ison Li Poel : Lt might be possible when you cane 
back, Dr. Boatright, apparently you have had considerable 


experience withthe costs of these lines in the States, 
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it may be possible for you when you come back to gonsider 
whether you can give us some information as tothe cost 
of these pipelines? 

Pewee Slade do that. 

THS CHATRMAN : Which would probably be only a check 
on the actual cost? 

Yes. 

Which will be proved before us? 

MR. NOLAN: Oh, yes, certainly, the evidence is 
going to be led as to that, certainly. 
THE CHAT RMAN : Well, how do you feel, Mr. Nolan, 
that is what I was going to ask you a moment ago, but 

i ean rasky you just as well here; in view ons the tract 
that this Witness may be, is coming back, we are told, 
andhe may be a Witness of some importance on another 
phase of this, do you want to have Dr. Link pursue the 
examination of him in respect to the matters as to which 
he has already given evidence, or would you prefer to 
have the cross-examination pursued with respect to the 
Whole? 

MR. NOLAN: L woulder if L might steer “tie 
middle course, sir, and have your permission that, Dr. 
Link and Mr. Davies should ask Dr. Boatright some few 
Questions to-day, to clear up what they think are things 
which should not remain in the Commissioners! minds 

over the vacation, and then give me permission to go 
more fully into the cross-examination of Dr. Boatright 
on his return on other matters whieh, perhaps, we have 


na now time to take up. 


MR. #RAWLEY: Well, of course, I am not representing 
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a party litigant or I would, perhaps, object to that, 
but [ do know, it seems to me that if Mr. Davies and 

Dr. Link are gcing to cross-examine, they should as 

much as they could, having in mini time, and I am, 
perhaps, the one who has set the cead-Line there, Iz’. 
Boatright wants to get away, they should complete it 

as much as they ean, rather than take a few points they 
would like to clear up and reserve the main cross- 
examination until later. I & not think that is very 
satisfactory to the Commi ssi oners. 

TH: CHAIRMAN: { think we Will Vake time to cons.¢s.” 
that for a few minutes and we will let you know. We will. 
be back shortly. 

(An adjournment was here taken for five minutes, } 

THE CHAIRMAN : ir. Nolan, you Wilk remember thas 
you were good enowgh to say that you would make a mac. 
he g% d0ne, SO’ that we can Make an Sxnivit ot a) eo 


that we may have it over the holiday? 


DR. LINK’ Theat is the compos.ve map? 
TH= CHATRMAN: Yes; 
WR. FRAWLEY: If it were not finished to-qay 


it might be left with you, even although the Sittings 


are closed, 


MR. NOLAN: Mr. Burns thinks it is ready in fec% 
now. 
THE CHAT RMAN ; You will have someone to goon wit 


on *tonday? 
MR. FRALEY : Yes, that is my imtentvion. 
THE CHAIRMAN : Any time before we rise. JI though* 


if we could have it put in as an Sxhibit we sould deal 
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with it as an Exhibit during the holidays. 
MR. NOLAN: VS. ener Olds 

( CROSS-=XAMINATION UF DR. BOATRIGHT BY DR. LINK). 

Q Drs (LIN: In order to facilitate this examina- 
tion, if you do not mind I will read the question 
and where calculations were supposed to have been made 
I will elve the figures, the structure eoitour mans of 
turner Valley which you submitted, as eanibige ot wae 
and "5", did you prepare these maps yourself? , 

A No, they were not prepared by myself. They were prepared 
under my direction by Mr. Johnnie Ower, of the Petroleum 
& Natural Gas Division, under my instructions and the 
map Was examined after it was through by me and received 
my approval. 

6) In making these maps were directional surveys of the 
wells taken into account? 

A NO, they were mt. 

e Did you take into account all the slope records available 
Por alliiwells: drilled since LIne? 

A No, the tops of the lime were taken as being the true 


top Ot Lime wn all cases. 


Q In view of the fact that you did mot have available such 
surveys 1 presume that you Will admit that your map is 
not as true a pdicture as the one submitted by me? 

A tedo mot believe that 1v Was) Drovcat Orb in my testimony 


that you had corrected for deviation. As a matter of fact, 
t think there are a great number of wells of which 
there are no dircctionals, of whish no directional surveys 


have been made, and if the directional surveys have 
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notbeen made of all the wells, I do not think I 
admitted that. 


Q We have the information? 


A In respect of the wells upon which you have directional 
Surveys, those tops of lime will be more accurate than 
the tops of limes which I used, 

Q Yesterday afternoon you stated that Sterling Pacifio 3 
lies right at the border of your gas-cap crude oil 
Doundary. line.,, and 1 called attention tote (fact. that 
it had migrated sqth-westerly? 

A Les. 

Q Therefore, you will admit now that it lies within your 
erudée oil boundary line? 

A Yes, 1f the directional survey indicates that it has 

migrated down dip, that, of course, would pub it in 

Mr. Davies' Area A. When I made the statement that 
it was on the gas-oil contact line I was, of course, 
referring to the surface location and mt the syb- 
surface looation. 


In your statement this afternoon you placed B ard B, 


Sy 
Royalties No. 1, within the border of your gas-cap crude 
oil boundary, didn't you? 

A icons, .émeno er, 


Q B and B Royalties? 

A I know where the well is but I do not know where it 
was in my boundary line. 

You will admit that B and B Royalties is an o11 well? 
Yes.. 


Tt is an Oil well without a doubt? 


PY 2 Fo 


7 eam Sure it is. 
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Q Do you know what the top of the limit of elevation is 


HOD ieennd 3° 
I have it here, I have it here, it is 1955 feet, below 
sea-level? 

A All right. 

® So it is beyond, outside of your crude oil boundary? 

A It is out. The surface location is outside of my crude oil 


boundary line at an elevation of 1955. 


& Yes, and the B and B Royalties has produced to date 
p290,00G+harrels of crude oil? 

A ees % 

zB) Unercrore, we must regard: it as an) o1l well? 

A Yes. 


Sy and ther 2,000 foot contour 1s not the true pesition of 
the crude oil gas-cap boundary? 

A Puwimay nou. be. 

Do you know the structural relationshin between sterling 

Pacific No. 4 and west Flank No. 1, they are opposite 


one another 600 feet? 


A And I believe that Sterling is to the west, to the east. 
Q To the east? 
A Of the other welt. 
Q Yes. Now, West Flank No. 1 encomtered the top of the 
lime at 2468 feet below sea-level? 
pa. Yes. 
Q And it is the west one? 
A eS 
Q And Sterling Pacifie No. 4 encountered the same marker 
at 2482 below sea-level? 
A Yes. | 
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=00 4 


Have yOu any explanation of that fran a structural 
Standpoint? 

Well, I, of course, know that what you are driving at 

is that that fault which has been placed in there by 
some geologist but, as I understand 1%, neither of these 
wells had directional surveys, and I know that unless 
directional surveys are made of those wells that deviations 
gre greater, they may occur just on account of the 
arailigde “condi tions. 

Don't you think that if there was that fault lying 
between the two wells at the surface, and they are only 
600 feet apart, that the fault may have beam q@ countered 
in West Flank 1 as being West? 

Well, tis possible that it is. 

It would be a very high angled fault, if it would not? 
Opveourse, there is this much eboutvit,, these surtace 
PeuUluS,. in my estimation, in the majoriuy  ,or thee surface 
Raves an the Turner Valley, field, the ysare nowscoutinuaus 
to depth. 

No, the thing,’ as Dr. Hume recorded 1%, not as a surface 
fault but a limestone fault. Now, throughout your 
discussion you repeatedly made a slip of the tongue 
referring to "producing sand" in Turner Valley, you mean 
MOON LN Ss ss > a « 

Producing lime. 

Because you know there is no sand producing horizon 
in Turner Valley? 

No. 


Of how many other limestone producing fields have ycw 
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estimated recoverable reserves? 


A Probably three or four. 
Q And do you regard those limestone fields as comparable 
to Turner Valtey? 
A Cats I regard them as comparable in @ number of 


respects, they are not identical, of course. 
let us take one of the fields? 
A Heer mu take the Border, iT you! Mikes 
What is the average thickness of the porosity in that 
hielo? 
aA Oh, in the gas-cap the porosity thickness is probably, 
well varound from. 50 to 200 feet, ‘that isin the eas 
mnorizon and in the oil horizon (the prodwcing t ickness 
Would orobaibly run from 10 to SO Teet) that asiporous 
section. 
a and what did you calculate for that field as the per- 
centage of porosity? 
A That field, I do not know that I can give you those 
figures from memory, it has been quite, Some Time. 
q Do you remember what your acreage recovery was estimated 
ap Tor, that fiela’? 
A No, I do not. It was done some ten or twelve years ago 


and any figure I would give is a pure guess. 


8 What I was driving at . was whether it was comparable 
to Turner Valley? 
A I will be glad to get you that information, for you, and 


give it to you, exactly on all those three questions. 
fevwipeay, it is along time ago. “During the (recent 


years, as you know, most of my work has been in fields 
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along the Gulf Coast and did not include the Border fiela 


CPeenw oi vile Ovhner, Lime fields, 

pr. Boatright, have you personally examined rock cuttings 
am cores of the producing horizon to enable you, that 

is rock cuttings and cores of the producing horizons in 
Turner Valley, to enable you to arrive at a reasonable 
picture or idea with respect to the nature of the 
productus norazon? 

Yes, I have examined the cuttings and the cores. 

Could you identify the stratigraphic positions off samples 
or drill cuttings if submitted to you, and point out in 
Wrat stratigraphia horizon it belongs? 

ido not believe so. 

Have you ever ¢xamined over any considerable distance 
outcrops of limestone and dolemite in the field? 

On yves . 

where? 


COLOreado, 


What limestone was that? 


Oh, Lyons’, I believe 1t was, and of course” have 
travelled through limestone outcrop countries, there 
the Green Horn lime also. 
Now, what conclusion did you arrive at with respect to 
the continuity of dolemite in a limestone formation? 
Well, I would not lay claim to being a field geologist 
but my reading indicates that the cclemite, it is not 
commercially continuous throughout any given limestone. 
It depends upon the manner in whic it was made or 
deposited, whether it is primary or secondary, and all 
the various factors which go to make it up, and my ideas, 


of course, of dolemitization are primarily from reading 
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and not from field observation. 
PV Ouer words, if 1 (should tell iwomihet Denave nad 
fifteen years of actual field experience, observing 
these limestones, you would rather take my opinion with 
regard to the continuity of dolemites and limestone 
rather than yours, would you not, fran observations of 
outcrop? 
Oh, I think I would have more faith in your judgment. 
However, I want to right here point out samwething and 
that is that my observations concerning the Turner Valley 
field are not based upon th findings of one geologist. 
No? 
I read a’ great deaj, of literature which is dealings on 
the geology of the Turner Valley field and-which was 
prepared by a man of recognized authority on the 
Ssupject, and in arriving at my conclusions, concerning 
this field the evidence that it presentec in favour of 
his argument and as you know they do not all agree, 
was weighed and I chose the interpretation that seemed 
to be the most reasonable considering the evidence 
presented by the various geologists. 
Did any of them conclude that the limestone dolemite 
Was continuous? 
Prcaink not. I think that! they caoisidered) that wey 
did not know whether or not it Was. 
Here are some points which were covered yesterday. 
New, that is over the limestone areas of the whole or 
in Turner Valley? 
In Turner Valley? 
I think their conclusion was that it was continuous in 


some instances. 
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Now, if you do mt mind, may I read imto the record 


“some information in sublished literature with respect 


to continuity of dolemite and limestone? 
Tee Oia Ras Net What yOu @ad) Gem Din issn vy Ouiwvean 
read from your text-book and you can ask the witness 


to say Whether or not he agrees with the record. 


iiR. NOLAN: Telling him from Where 1% comes. 
TH. «CHALRbLAN : Ofcourse, 


(Fage 687-follows. ) 
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De Ll Mies Now if you don't mind, may 

I read into the record some information with resye ct 
to dolomite in Limestone. 

THe CHALAMAN: What you e¢n do,is, you can 
read from your textbook, and you can “Sk the witness 
to say whether or not he agrees with the writer. 

De Gia so ind, te lbing hin the name of 
the textbook: 

Dis Sal Do you Mhow i... .V. Hovard? 
oO, Commo G Know, him. 

THE CHATRMAN: It is preper perheps, for me 
to say so that you may understand, a your Counsel 
does, that we are not accepting the book, we are merely 
allowing you to use something in a book written by an 
expert to get th: evidence of this witness, you 
understand that. 

ie LN: Yes, thank you, 

Now in this volume "Problems 
of Petroleum Geology" a symposium by the American 
Association of Petroleum Geologists, there is a 
contribution by «:. V. Howard "Accumulation of oi1 
in Commercial Quantities" this was under the A.P.I. 
project, on Page 566 of this volume Dr. Howard says..... 
THE CHALRM Is Who is Dr. Howard? 

Dis LINK: Dr. Howerd was at the Univer- 
sity of Illinois at that time, I do not know where he 
is now. I remember sending him samples from Turner 
Valley at the time this project was under way. 

THE CHAIR? N: Azl right. 

Di, LINK? Dr. Howard stated "In all 


cases of limestones having primary porosity, it is 
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probable that the porosity is not continuous", do 
you egree with tha tt 
A No. 
Q. Page 367 of the same volume under the heading 
"Partially Re-cemented forous Liméstona". 
This class includes those limestones which 
"eontain fessil molds filled with oil, as weli'as 
"Timestones like the Niagara limestone exposed in 
"the quarries ne Monon, Indiana, where the rock 
"has a high porosity and little or no permeahility. 
"In this rock it can easily be seen thet openings 
"have been sealed from ons another by a Lining ‘of 
“galcite crystels, and that the rock was originally 
"nermeable"™, That sounds very familiar does it not? 
"Circulating fluids have deposited calcite greatly 
"reducing the permeability. It can also be seen that 
"emong the fluids entering the rock at this time wes 
Noll, and that some of the openings were blocked off 
"by the growth of crystals before the oil entered 
"the rock, for some openings do not show the faintest 
"trace of oil, while others nearby have. been filled 
"with oil, the rock around these openingsbeing stained 
"dark brown. In other cavities of this rock there 
“are large crystals which contain inclusions of oil". 
Do you agree with that’? 


No, i certainly do not, because svery history of lime- 


h> 


stone formatiors show thet there are any number of 
ways in which it msay have bven laid down, and even 

in a good limestone formation these mey vary in 

wide limits within a relatively short area geologicelly 


spesking. You are taking an example of a limestone a 
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long distenee from. herc, Which may have been laia 
down under different geological onnditions. I do 
not agree with tht because it doses not apply to 
Turner Valley, because we have evidence here that 
refutes that. 

Q I will quote from John Emery Adams, in the same volume 
aeutraegd (446.19 Helis: a geologist Tor ) BerCalttornia 
Company at Midland, Texas. Possibly you know him? 

A No), (Prdo wet %y.persona lly. 


The title of his contribution is "Origin, Migration 


&) 


and Accumulation of Fetroleum in Limestone Reservoirs 

in ‘western United States and Cenade." On page 348 

a The wroducing: zone is: less than Tatty moan tapek . 
Nand the individual porous horizons ere separated by 
“neds of dense hard dolomite." Now, unfortunately, 

I forgot to tell you that heiwes at thettime referring 
to Turner Valley Limestone. Do you wish me to read 

it all iso that you can see the connection*® 

to  OFLSL Ran: Yes, if you went the witness to 
consider it. 

DR DINK: "Turner Valleys Limestone 
"production in the Turner Valley pool in “estern Alberta 
"comes from the upper Rundle of Mississippian age. 
"T;eRundle is approximately the equivalent of the Madison 
"limestone on the Sweet Grass arch in ijontena, which in 
"Sturn is Kinderhook. The upper Rundle is a dolomitic 
"limestone in the producing aren. On the flenks of 
“the structure the dolomite grades outwards into a 

"pure limestone. There are two producing horizons 

Nat the Southern end of the pool, end four irzeguls ly 


Neontinuous horizons at the Northern end." Wow I 
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come to thet part I have already quoted: "The producing 
"gone is less than fifty fset thick, and the individual 
"porous horizons are separated by heds of dense hard 
"dolomite." This volume came out in 1934. 

& And in 1934 what evidence did he have to support the 

statement thet the dolomite was not continuous to the 

Vest, had eny wells penetrated the limestone to the “est 

at thet time? 

In 1954 the furthest ‘vest was the Davies? 

A In other words, he had no information on this area we 
are tolking sbout. 

Q. eovere l wells nad. been drilled. ’:cst: ofy furger, Valley, 
Tyo Hisnwood oarces structure; thew bee nG Mae teinitos 1s, 
Hudson bay’ oll Wo. 1, worth Wess Imperial lo. ai. 
the Highwood No. 1 hedbeen drilled, eng there had ‘been 
four wells drilled ‘est of Turner Valley. 

But the conditions under which they were might be 
Sitiroly dar ieront. 

Q Yes, that might be true, the limestone might vary? 
But you cannot make an estimate based on that as to 
the -so-ce lied probable oil .re2) in) Tomer Va licy. 
PNAVe ne You are. on’ Che tal Vou Whe wion) tomes 
that little statement that he makes in his opinion 
the importence of fractures hes been greatly 


exaggerated. 


> 


Do you mean Adems? 


& Ye Se 


D 


sould you point it out to me? 
4 bopelieve 1t is st. the top of Pags 640, 2D think. 
Q ios ses Lf recall. 1% It does not go. back: to: S40. 


apes. oli ne says. apout, Turner Valley, it is all 
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in the zn paragraph, unless it is in the Summary. 

I think this is it here, no, that is not the one. 

It would be quite all righs if you wouid read that 

out. "One of the theories thet appears to be 
overworked", no thet is not it, althcugn that applies to 
tits very micely too. It is not particularly important 
anveay, and will teke a lot of time to Tind iv. 

In this same volume John'i;. Muir, an independent 
Geologist of Fort ‘jorth, Texas, on "Limestone Reservoir 
Rocks in the Lexican Oil Fields" has the following 

to say on Fags 388 and 389; 

Mm Some fracture zones run for @Gonsiderable distances, 
"Instances are Known of producing wells about .75 

"mile (more than one kilometer)" 

which is about three-quarters of a mile, 

"apart affecting one another. In other cases, 

"elosely spaced producing wells located scross the 

" strike or trend of the fracture zones, did not 

"affect one another. In the latter ease produstion 
"orok bly came from independent parsllel or sub-par, llel 
"fractures. In the most fawourable productive sreas, 
"not more thon 20% of the wells reached or exceeded 
"3500 barrels daily production. ‘ells vary from 

"dry holes through a renge of 50 or 100 barrels daily 
Pup to ths size of 30,000 Derrels daiiy. Lo SS not 
Nimplied thst gishers were the rule. They formed a 
"relatively small percentage of a total number of 
"producers. wide varistion in the size of nesrby 

"wells was the feature." 

Do you agree with the t? 


Why that might be perfectly right in Mexico, but as 
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I understand it, iexico is about 2600 or 3000 miles 
from here. 

Q. And the Highwood Sareee is only a few miles in the 
Turmernvalloy field from here’, 

- A Yes, yet on the Highwood structure you use that 
guctetion for saying thet dolomitization did not 
ocecurion the West side of Turner Valley. 

Q. Dre esoatrigniy there are several more butyinwill 
not ask you about them now. However, I have here 
@a document by J. Grant Spratt, and Vernon Taylor. 
They are both of Calgary and Turner Valley sow, 
entitied “Oil Prospects along the West: Plank of’ Turner 
Valley Gas Field. This appeared in "The Canadian 
institute (of Mines and ietallurgy, 1936". ZT have not 
the volume here, However, you are familiar with thet 


publication are you not? 


fi Y, 8" 
THS CHAIRMAN: Vhen was this written’ 
Dn prea: Tn pho soon i chains 
WITNESS: in Januery (1 30) is ttno te 
DRewLIWN: October 1956. 
Q I now quote from Spratt's end Taylor's Sue ee 


“Average well production prospects: the average output 
"or sthed wells’ in the: gas area for the past’ Tour’ yoers | 
"has been approximately .3,000,00 cubic feet of gas and 
"40'barrels of oil per day. In view of the better ges- 
"oil ’retios prevailing in ‘the’ erudé ares, itis’ expected 
"that the average production per well, will be consider: bly 
than 
"better/in the gas area although comparatively small 
"producers will be encountered where the permeability 


"of the limestone is low. Permeability has been defined 
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"as the property whi3sh permits liguids and gasses 

StOnps ess thr oughi.a: poreus! nediuin.w. tn Turner Neodley, 
"permeability due to fracturing of the porous’ lime- 
"stone appears to heve playeda major part in the ability 
Nor wells to produce...» Certain wells aye: bad oa, very 
"shall daily production, and at the same time have had 
"just es much porous limestone es thst found in some 

"of the best produeérs in. the field. . Thé most logical 
"explanation of this condition is that, in the best 
"producers, the porous zone has been fractured by the 
"stresses prevelent when the pinot was: being formed, 
"whereas in the small producer little or no fracture 
Naccompanied the natural porosity of ths formetion. 


a) 


"It would be expected that fracturing would be developed 
"to a greater extent along the crest of the structure 
"where the Limestone has been folded, and for this 
"reason a grester degree of permeability may exist in 
"the: gas zone than farther down the flank." 

Theat is very important. Spratt points out the possi- 
bility that the permeability’ of the est. flank will 
be less than it has been in tac gas eap arear 

Ls Yes; 

o) "This, however, can only be proved when actual production 
"Gonditions are known to a greater degree. Shooting and 

"agid treating of wells will, in some cases, inorease 
"nermeability with e consequent improvement in production. 
"Conclusion. In summing up the situation, it would 
"oppesr thet e erude oil reserve of me jor importance 
"to this country exists along the Turner Valley lest 


"fienk, but its economical development depends chiefly 


"upon msintenance of sufficient gas energy to produce 
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"the oil, to a large extent on efficient drilling and 
“production practice, and finslly on the position of 
"edge water, which can only be found by exploring. 
“Several wells are now: oGing drilked at strategic 


"noints which will materially assist in outliiiing the 


TROUNGe pies “ot (Tie. O48) reserves a Do you sgree with 
tha t? 
fi Would it he permissible to analyze that. In the first 


place Mr. Spratt at the time that ws written wes not 
a practising geologist wis he? 

Q He wes working for the vovernment. 

A “ell [I agreo with: some of his statements in there, 
and. certs iniy do not agree with others, and whike we 
ape on the subject of “Mrs! spratt, you, Will notace 

that he makes the statement, in the last paragraph 
which you read,. the oll reserve per sere: there will 
naturally be smaller than where the formition is’ more 
completely impregnated with oil, end that is the podnt 
thet 1 was making with reference to using ares "tn 
calculating area "B", because there ere numerous points 
throughout that discussion whieh you read, with which 
I thoroughly agree, but there are also other points 
with which [{ do not agree. [It would be a matter of 
analysing the complete statement one thing ¢t a time, 
50 do not “think LU Ls oP Vearticuwler Velootks pti 
present time....However, 1 will dovwlh th yyow wish. 

Q I have several more representations by 1:. P. Campbell, 
and I have a publication here which says prsctically 
the same thing over egain. ffter considering all these 
things, what is your opinion as to the’ permeability 


and the continuity of dolomite horizons generally? 
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L ‘ould you repest that please? 

Gi 4fter considering these citations, what is your conclusion 
with respect to the continuity and permeability of 
dolomitic producing horizons gensrally? 

A ‘ith respect to Turner Valley do\ you meant 

el let 16 your conclusion with respect to Turner Valley, 
yes? 
iiy conclusion with respect to Turner Valley, is that 
iS 1s ire sSoneble to assume in- ony assumption of 
future reserves thet there is a possibility of a 
probzble 10,000 acres that will have a production 
line between 2000 feet and 4000 feet, o contour 
LLC» 

Q Vihat do you think of eslling eny estimate with respect 
to porosity end permeability of an erea less than 
One-third G@eveleped, a horseback figure? 

ps) Peat Not eh .pne tT. 

Q wack odo you think of calline sny Sstimete with respect 
to porosity and permeebility of an area less than 
one-third developed, a horseback figure? 

4 f certainly would not call my estimate a horseback figure. 

Q -re your figures on the eight Toot void space based on 
any assumption? 

A Gn, OF Gourse. 

G MR. FRAILEY: It seems to me it is always other men's 


figures thst ere horseback Tigures in this Inquiry. 
Dr. LINK: i admit my figures are horse- 
back figures. They are only an estimate and I admit 
they ere horsebeck figures. 

De NOT Ns Better get a new horse. 


Dies Maks There are gevret'al more 
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questions which I ean osk you with respect to the Turner 
Valley horizon. I think the Commission understands 
that we both agree es to the limestone and dolomite. 

A ansofarvas the area in general is concerned. I think 
our disagreement lies with refenrece to the Turner 
Valley field. 

Q So the people of Alberta sre the chosen people ho 
have the only continuous limestone field of continuous 
porosity which will last as long as any oil field. 

A You know the Border oil field is 125 miles long. 

Q Yhat is it? 

A Lime. 

Q rheehy diel? 

4 The Border ficid. 

Q How. long is). Lb? 

125 miles long, in the ‘‘ichita area, and it is practically 
continuous.  tMIt is tike this field where the area is 
smaller, but the average over all is very similar. 

The map of that field looks very similar to the map 

of Turner Valley, and it does have « production slong 

125 miles. 

Q “here is that loeated. in Texas? 

Ls In the Panhandle. 

Q The dynamic metamorphosism 6f the Panhandle you are going 
to compare with the dynamic metamorphosism of the Turner 
Valley field- 

A You asked me if I knew of any more fields where the 
porosity exteided for more than 17 miles, 

Q The forces that built the Rocky Mountsins are the same 
forces that built Turner Valley. They were tremendous 


forces. In the Tsxas Panhandle where I did my first 
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field seolosy in 1917 the rocks were lying flat 
at the surface, and the geological conditions are 
different. There is no comparison structurally between 
these two ac3as. 
Nevertheless, the fact remains thst there are areas known 
where the porosity and Limestone is continuous throughout. 
Now, Dr. Bostright, you made the statement thet you 
regarded the sub-surface work on the porosity of the pro- 
ducing horizons accomplished in the Provincial Government 
Laboratory as equal to that accomplished in the Royalite 
Oil Company laboratories or do you regard that to be 
better? 
J regard it equally as high. 
Dr. Boatright, you mede the statement sever: | times with 
considers ble emphasis thst the work offered by me here 
yesterday on porosity is absolutely worthless. 
As far as those two maps are eoncernedc, being utilized 
by the Commission in the study of th*s area, they are 
worthless. 
Then the work thet was done vou have just edmitted,- 
the work done by the Royalite Oil Company Wes egual to 
that done by the Government’? 
As far as the porosity determinations are coneerned 
not as far 2s the interpretations thet are put on it. 
I beg your pardon, there were no interpretations put 
on those maps. They were simply put there, and there 
was no interprets tion put on them. fnyone can inter- 
pret them as he sees fit. 
But if those maps are not snalyzed, and were not enslyzed, 
the y would lead to a wrong conelusion. 


Your estimates on the reserves are, therefore, based 
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upon worth-ess work, and need no further consideration, 


save the statement that your porosity estimate is based 
on ‘recexds frou 78 feet of Spy Hill ‘core of the odd 
80,000 feet which have been drilled in the limestone 
inithe Valley- 

NY. Sly SY : I think thet that statement 
Should be divided up into its component parts. 

DR. “GENK L aid not expect him to 
agree with the first part of the ststement. 

THE CHAIRM'N: You are making statements 
at the moment. You can put anything you like in the 
formuoh atquestion, and Liwilbt noveinterrerciwith 
you in any vay. 

DRL, bes Are your estimates on the 
reserves based upon worthless work or reliable work? 

4 Very reliable work. 

Q, Now, Dr. Boetright, LD would “Like to point out one 
thing before I ask the next question. 

PoP eCH eRe: Do your pointing in. question 
form. Ask him to assume something with you. 

Q. Dh DN You made thestatement, Dr. 
Boatright that the work which the Royalite Oil Company 
did on porosity was worthless did you not? 

A I did not make that statement. I said the interpretation 
Rio dan eid sr rons thse neds sane niee toc oee al. 

Q What did you interpret from my work? 

Es I did not use that as a tasis for my he) ee 
AS to that those figures thet the Royalite Oi1 Company 
obtained from their study of the cores checked my 
figures fairly closely, as far as the oil saturation 


is coneerned within reasonsble limits... 
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=O a 


In your final dissertation yesterday, you made the 
Statement that these tests on this reserve were 
worthless, save that they showed that the limestone 

is variable. 

Oh no.” Lido not think I made that statement. I do 

not’ say the analysis’ is worthless, I say the inter- 
pretation of this analysis is worthless, and 1 did hot 
use this analysis in the assumption. 

Dr. Boatright, when any research is mede, why make it 

if you know what the answer is going to be? 

Well you made one to corroborate your idea. 

De you think At is) possible Tor someone who might 

have had the ideas to study the porosity of thelime~ 
stone in Turner Valley in eroen theatre Mey errive Ss 5 

a figuse.of the void spaces in Turner Valley. It is 
just possible for someone to start using that and then 
find’out that.he could not use .it, | 

In the study of porosity there is one inescapable line 
to be followed, and if that porosity wes aveilsble 
throughout. the field; therefore a great number of wells 
would have to be used. I think we have gone over enough 
as far as the location is coneerned. I understand that 
there were four WwellSes..esen 

Those four wells had nothing to,do with porosity. 

That is another attempt at arriving at the reserves. 

No, unless it was made to arrive at the porosity figures: 
If there was one inescapable fact that those porosity 
figures showed, it showed that you have to heve a large 
humber* of wells in order to arrive at the proper figures. 
On how many wells wes the porosity determined? 


On 61, I do not Know how many you used. 


KPA 


eerie oa h 


ae oe, & 
Aged: ‘gttcin ‘ erentr 


*; t - 4 be fs 
* a ce Batra d G: i ‘. 
’ hag, Pts a ee ee ee : 
a ey Oe cokes sage Sees 
Pa a ea ee ee wet ny 
rr ise,” ’ . ’ > te = eo 
aheved2 Cari. a. seems i apatid ay 
aay he 5 Tee ny hbo OR? 
Pier te hs a si 


ee: ew & were 


og 


<ey 


j wad ‘ M4 * ve ? . 7 
fa Se eee ; ? ae 
Ltn si (anes ign a ‘bHigitee Nae: aan 
rrr ae © paces er i LS _ 


; 
TRE ey Re sede aetna 


eee 


ery of 


a ri Be ae ee 4 


die 3% senegal tte ‘ovtcse if aan 


= ae 


21 Sav See gin at taw - ne media 


Ha~14 


Dr. Boatright-Cr. ix. 


OQ 


I gould not tell you exactly, but there were at least 


LOO Ci ineyoR Want) Vist". 

As\a matter of fect, with your study of 150, your 

figure of oil saturation checked mine very closely 

for work of that type. 

My oil saturation figure was given to you as a horseback 
figure from the stand? 

In other words, you did not analyse those cores did yous 
¥es, 1 analysed those cores, and 1 deeided thet) the sores 
and the porosity method will not do to estimate the 
reserves in Turner Valley and that w..s thrown overbosrd. 
po you agree with that? 

You agree it was a Horseback figure, but whet Iam saying 
is this, thet if those cores had been properly analysed 
you would not heve hed horseback figures, but you might 
have had proper figures. You would not Nave had ito take 
a horseback figure. Therefore, it indicates thet you 

did not do very much study in tsking those porosity 
figures. That is the first thing that. you study cores 
for, you find out the saturation with oil, you find 

out the oil saturation, and yet you have to give me 

a horseback figure when I asked you that question 

after all that study on the. reserves.in the Turner Valley 
field. 

In order to arrive at the method employed by you to 

est mate the reserves of Turner Valley, you admit it is 
necessary to study the limestone euttings and the corés 
do you not? 

Phe teiecreeiL OL  COourss., 

And if after studying those samples e man decid s thet he 


cannot usa them, is he not at perfect Liberty not to use 
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them. 

Certainly. If he uses some method that is proper 

and takes into consideration the question of porosity. 

LT am not asking you about any other method. I am asking 
you about this method. Now we will get down to a fev 
Soto teticures. Your Tigures form therecovery 101 oll 
per eaore is 17,100 barrels, an averege. 

Deen in ay | beeune's used. lies 0O. 

What would you regard the possible difference in figures 
for different wells? 

“ell you are lieble to have anything TrOM) ZERO, Ox 
practically parer as shown by wells like Calmont, up 

to a maximum of 7800 or something like that. I ould 
expect Bi eoduation between those two figures in any 
given well. 

From your study of; production graphs on vlugner Vailay, 
the Turner Valley wells, what would you consider to be 

a percentage figure of produotion for e well, after it 
has produced four years. [nh other words, LET us 
Hee a well hes a daily produstion of 500 berrels 
per dey, the first dey 14 ese a8 end let us further 
A ans edie will produce at the rate soiree 
barrels.a day for one month, whet would be tiedaily 
average production in your opinion at the end of the 
last month of the fourth year? 

Weil, 6 graph, of that sory Cannot be constructed for a 
field that has been conducted in the manner of Turner 
Valley. It would be ridiculous to attempt to estimate 
for 2. field that, hos. been under partial prorre tion, 


partially wide open, and particily under « restricted flow. 
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It would be impossible to do it. 


Q, DoVvyou think’ 1t will) preduee ati thesend) of the fourth 


year at the end of the lest month 500 barrels’ 


4 ho, (On COULrSS NOt. 

Q 200? 
vo," sl- ao Wot Know. 

Q 400% 

A bdo net -know. 

a} Have you not studied the graphs here at all? 

4 Yes, i have considerably. 

2 Don't they mer-n anything» 
tt depends on the interpre tation, Vyolspud. on them... As 

anal 
a matter of ‘fact/any snclysis of 4 well’ you must &ive 
She pressures conditions, the gas-oiil Petio conditions, 
the drilling conditions and ,the producing» conditions 
under which ‘thet well came into production, and fer any 
engineer to stand up anc attempt to answer eny question 
like yours would be foolish. 

Q Would that be as foolish as trying to make an estimate 
for’a’ horizon ‘of 17 miles Long. and»: cemibes wide.) vould 
you think an estim:te like that would be more unreason-ble 
than the estimate you g:ve for the entire field produetion 
for oy yours? 

A If you teke the figures which you and Mr... Vavies used 
and they were nroperly interpreted, they would have been 
higher than the figures I used. 

Q “ell, tet us suppose that a well produces 14,000 or 


15,000 barr the first four wonths of its production, 
you would not sey what you vould expect it to produce 
at the end of the fourth yesr would you‘ 


A No, not with thet limited emount of information. 
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q ‘By the way, vihst is the sverige de ily initial production 
of the wells in Turner Val_ey the first month's daily 


average productions 


f: ti ean get thet figure. for vyou-ar you wish. 
Q There were some wells came in at a flow as high es 7000 


barrels a day we have had newspaper reports of some as 
high as thet or higher, but those newspeper figures 
are not relieble. Lt 23 the Tirs mons is ue 


Veeavetron that, is reliable isi iyinopy 


A You are absolutely right sbout thet. 
G. The totel first month's production for 63 erudée oil wells 


with the exception of iiodel No. 1, Advance Mo. 54, whitch 
you have not classified, but including Dalhousie Now 8 


ena rown No. S, 18 942,973 barrels. 


A Yes, tht is 3.00 berrels o, day or Sltent ler over. wasneo Novy 
a) mO,,14% 28 S00 to be exact. That is SCO) barrels ‘to'/be 

exact. 
Q. Now do you believe that the first month's production figures 


are lower or higher than that to be expected later 
f In general terms if the well hes been very well brought in 
the first month's production represents the highest pro- 
duction to be brought in by the well. a 
NS 


Let us not forget that figure. These wells which you. have 


Fw) 


indiceted this acresge is totelled 4623 =cres but since we: 
exclude Model No.. 1 aresa,. and Advance 54 area; 202 scres 

is subtracted making the totcel ecreage 342] acres. To 

this amount must be added 80 acres, 40 acres for Lalhousie 
No. 8 and 40 acres for Brown No. $,.and this gives a 

totel of roughly 300 ecres. Now let us teke round figures 
and sey that only 3000 acres have been developed, I think 


that is close enough for this figure... Your estimete on 
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the recovery of o11 17,100 barrels per acre is it not. 


A That is the figure I used throughout was 17,000. 

& Assuming that to be correct, we must expect 17,100 times 
4000 acres to produce 91,500,000 barrels from the od 
wells, that is whet you would have to expect with your 
figures? 

4 In the absolutely proven area. 

q However, I will ssy to you, that the production figures 


for Anelo-fLanedian Vo. lvare not, in those we have not 
got them. 
Yes. 
Q Now divide 942,974 barrels into 51,400,000 barrels, 
remember 942,000 is a month's figures divided into 
51,2.0,000 berrels, and what is the answer The 
answer is preectie: lly 55 or 54.9. 
54.97 
Yes, 04.9 or 55 months. 


Yes. 


Oo - DH. & 


And that is assuming over all production during ‘thet 
Whole time at the initial rate of production, and that 
is four yeers. and <even months. Therertore.) 4 ti) tae 

end of four yeers and seven months br. Boatright 

is trying to have Us believe that those wells will 

be producing at the susteined rate at which they started 
in the first month. 

& ‘hy don't you divide thet figure which you use by 4s 
PieLon your? LL 5= million is taken out in a year 

and you use th:..t figure, then you would get the figure 

you are driving st, which 18 upon 9 or 10 years of 

actusl production,using just the prcven ares alone without 


any attempt. to include the ‘estern part of the field. 
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Now supposing there were e market, we will sup >ose this, 
there were a market that could take care of these wells 
producing at this rate would you expect that at the end 
of the four yeers end 7 months the production would be 
the seme as when they came int? 
1 certainly would not. As a matter of fact, when you take 
figures of thet type, using the first sonth's production 
for all the wells. the average production, and assuming 
those wells are going to produce for four end a half 
years at that rate, the answer is of no value whatever, 
because no well can meintain its maximum rete of pro- 
duction for that peried. It is bound to show a declines, 


A better figure to take would be the smount of withdrawal 


| 
i 
| 
based apen the pest year, and then take a figure of sight | 
er ten years of life, and that is on the actuxn1 proven | 
itty i 


In conelusion, what do you believe would be thelen gth 

Oi, wne Lire for the ‘average. well ian Turner. Velie ye 

I have no way of telling whet the averege length of 

life of 4 well in Turner Valley will be, because I: 

have no vay of Knowing under whet conditions those 

wells were or will be producing. 

Did you make a thorough study of the production records 
OL all the wells in Turner Valley? 

No, of course not, that would be a physicel impossibility. 


All right, thenk you. 


He DAVES s Dr. Boatright,1 am goi'g to 
ask you.a very few cuestions. Ppece 25 ONS, DOLEG 


i wish to clear up which I regard as a totally 


complete error. No doubt you are as anxious as I am 
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to see that it is cleared up. You have questioned te 


at great length about area "B"? 


Yes. 

Q Vithout my having the complete and oro per TiZzures ‘on 
Sroge Etna 1 id ion ereen aie you not? 

my Yes. 

G And es a result of not having them you asked me to do 


Some multiplying based on the averege figure of 6555 
barrels, and you asked me to multiply it by 6% 

f Yes. 

Q As related to gas-oil ratios. Ic-as then in the same 
position you are in now, and an error crept into that 
and it is a very serious error from my point of view, 
and I heve worked out the wells in area "BY" or a number 
of them, and I have it here, so it will save you milti- 
Diyine it. end Ll will gorover iy vory Tapldly.s as you 
will recell you gave a figure, you gave me a suppositi on 
and then from the suppoSition you had me multiply 6555 
is wipmten, 

That is correct. 

Q And then you deduced from that taat my recovery in area 
"B" under my method would have been $9,330 barrels an 
acre’ 

A Assuming that the gas-oil ratio iverege which you gave 


me wes 1 to 6. 


OQ 


Teas. Uuro ele COrrecL, GUL LP wont to'esk yousabout the 
POtucr  WOrkine sor 10. Olt. Tihere is jan error in it and 
perhaps I Gan explain it to you afterwards. it is quite 
obvious. One of the larzest wells in the field and I 
am taking it right streight down here, (indicating) 


and perhaps I can get it from the record, but it is all 
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multiplied out kere, ine total production to date. 
Here is the amount right here, and it works out at a 
figure of 16,546 berrels: total oil recoverable from 
tne rreiric yell, Tollowing ‘thap is. the sunset, No. 1 
which is 4 good well and gives out 16,800 barrels, 
Payvies Wo, L.1s.in area, RB", 6OllL barrels an acre, 
and this next one here 3281, Commoil, one of the biggest 
wells we have 15,600, Royel Canedian 5819 barrels, 
thvy are all on 40 aeres, ‘and thet everages out to 
20,000 ‘errels per ecere. >) 1 want to ask ‘you.do. you 


know that in the same «ree where is the Globe Oil? 


A Yes. 

Q And you know it is’ a very smzill weil? 

A NES, Wr knOwulh 18 a Very smaal well. 

Q Its recovery will be perhaps 8000 barrels sn acre on 


our present information probably. 


A I do not know. 

Q And National Nos. @ is in thst area? 
b Yes. 

Q And it also is small? 


f I am not very well ecqueinted with those wells. if 
VOU say Ve VIS iSO pula Ue ene Fea ft 
Q Yes, its production is ebout 200 barrels a dey. Do 
you agree with me thet it 18 a mistake in utilizing 
the figures in the way or the manner you did? 
vs) PT Willi make this. statement, however,. but it might 
not satisfy you, and it will be necessary to 
Galculate it. In working that out you heve not taken 
into consideration the actuel gas-oil ratio in area "B", 
and simply attempted to approach it on a general ratio 


by taking the aversege gas-oil ratio in area "A" and 
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comparing it witn area "B¥.. The proper way of 
doing it would be to tzke each individuel well 
and calculate each one separately, but 1. think befare 
jumping to any gonclusion that that ought to be done 
by using the wells bottom-hole pressure and the gas- 
Oll-Yratio.« I did not agree’ that your method was 
Borreos, OUL 2 wes Just trying) to use your LTigures 
CO arrive ata Tisgure Por aves iB". Liwill say this, 
that the proper way would be to esleulate and figure 
out each individual well in ares "B" using the actual 
figures for cach well, and adding them up as you have 
done with ares "A". 

Q. ay is'’ag [ Bave done with those theres 
reise)  Rheyo no, nad avehance ty check them, and if 
the figures are not correct they will lead to an 
erroneous conclusion, but before admitting that the 
figure we were using is wrong, it shouldbe caleculsted 
for the whole thing. 

q@ ane, Doint Lf wish to reise, ‘end Mr. Nolan. wish sito raise, 
and leah is why I asked for this opportunity to question 
you, Dr. Boatright, is thet I am quite sure thst you 
had no intention at all of leaving an erroneous impres- 
Sion in the minds of the Commission, and if the Com- 
mission is going to study those figures, there is an 
obvious misteke in there, and this figure of 19,700 
barrels that ell goes out of the picture completely. 

A YeSe 

Q And--ib due course 1 mey tell you I am going to put in 
more figures and get the November gas-oil ratios, and 
I will get the November figures comple ted. The xe 


is one more question I wish to ask, in your calculations 
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you have emphasized dsily gas-oil ratios. Lra you aware 
thet I did not use the daily, but tht it wes the 
average? 

As I-understood it-you were using the average Tora 
month. 

But in your ‘summing up you pointed To one of the errors 
as a fact, and said thit IT had used daily gas-oik ratios. 
No, the point I was trying to make was this, that 

you had used gss-oil retios without knowing under what 
Conditions that well h-d produced and I thoroughly 
understood it was over s period during that month. 

Now in your summery last night, that ealculation which 
you heve slreedy corrected to day, I still think you: 
need ‘some Lurtner correction "or it. 

Ifyou would mind bringing (it) "%o my attention, and 
it is wrong; I will be glsd to sorrect it. 

Yes. There wes one other point, you mentioned the 
reccverable gas from the gas cap at 46,000,000 gallons. 
You"meant barrels did you mot, in’ your’ Summing up 

vast night? “I know you vere rather tired. 

It ‘wis S50 barrels per million eubic Teet of gas. 

im the veszinring Or) yourrevicence you. caye a: figure or 
berrels and then in summing up you geve gsllons‘’ 

Vorb Or eenniy barrels. 

i thought you did. 

Tote PRAVLEY > You Said; Mr. davies; .there 
was something else you wanted to call to his attention, 
Some further error in the calculotion given this 
morning. ‘Would you like to do that now, or do you 
intend to do it later. 

Mes DAYIRS : It is getting pretty late. 
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2 Ge Bam OA VED BT Do 4 minute does not matter. 


DAVI.s5 : It wss in the percentage 
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of error thet could take plase in my msthod of 
calculation. i asked you this question, that with 
regard to the calculation that you made that you took 
Teron >, 000,000 cubic. feet von ers which "ts a relatively 
small emount of 22s? 

A Yas 

Q And then you took it on 20,000 gas-oil ratios? 

A Yes. 

Q In other words, @ny error in there is magnified ‘enormously 
by taking figures which are not compareble. 

A You are absolutely right, and I might state this, woich 
Will satisfy you, I think, as I pointed out to the 
Commission, 1 pointed out thet L was simply using that 
as an illustration which obviously was exaggerated. 

I did thet to show the effect of any changes in the 
figures. There was no attempt to show that your figures 
were that far off. 

Q That they were 50% cut or anything of thet sort? 

A No, Loimade. Vhatoclear lL thoushy. If 1 did not, I want 
to do it at this time. It was merely for the purpose 
of illustrating errors that could creep in, by taking 
figures that were wrong under your method. 

C, I want to thank you for your courtesy in correcting 
these things, and I am absolved from this figure you 

were using, and the consequent interpretation placed 
upon that based on anything 1 have done, subject to 
your having an opportunity of checking the figures. 

A Now, Just inthis one respect; inorder that we all 


Can be clear on the matter, the figure thet I used 


* 


) 
Bead 


grit oy a es . | By eater 
bes Hoe Been at pio i 


MES PRN er ys Me 
Srresus erat YON better oo 


Sr ans ethan woe tcf a fo whee 
“Ser . - ‘ 


i > 23 5 ‘ R re 
~ eet be eee aes ie $ 6s oP eet ule. F ; 


ty oes ‘ IV a ae 5} 4 sa a Ce aa a ¥ 
Rewer at Vs, f te ee eae Os! PP Woes 7, Ot Ee © 9, sony 


Mires Pitt fo. yalacias Toe age exe ved 
: ; . wt 


Soup f hy is ag I Leake eee be be 


Mira) We ant Gasat ottes ects ee owe pein 0 a 
Ts, bosttecn 4 as hae) 7 Be ox "eew iat eongght 


\m +) 4 
‘ an Aare z eal O 


ee 


dp cia xt weg Va soviet - ort 
} sh Sn 214 
oY tbevicgde aa t ue Bante: aso 


ier ‘tides emo0 aity Oo ee od 


So, 
- 
~ 

‘ 

a 


atvinctiy ho ees sia ius pat, 0, 
wr ne tebe tng, ellie abot 
ise iine vt oa 4 ar 


rs 


H-2-25 


Dr. Boatright-Cr. ix. 


be 


-711- 


which arrived at thet figure of 19,7CO barrels per 

eere was obtained by making these assumptions which 
scemed to have led us to 5n arroneous conglusion 

I think it should be epplied proportionstely scross 

that area. 

That! iS the -one thine I. was interested in thet the 
Commission should be clear that the 19,700 barrels 

wes not really my figure, end Dr. Boatright has been 

kind enough to reserve judgment until he che cks those 
figures. It might be a completes error as far as the 
19,700 barrels is concerned. 

it might be an error: because it led us to total figures 
instead of an individuel well. 

Thenkyou, Dr. Boatrignt. 

THE CHAIRIGN: You said that the market 

demand should not be allowed to increase theproduection 

in the field beyond a certain maximum? 

That is correct. 

I suppose if new wells come in an so on that maximum 
must be changed? 

Yes sir. 

It is not something that you can speak of today and say 
UTHisS 28 the maximum For) thisvtrield"? 

No, thet is. correct. The maximum would be. set by the 
rate at which you could produce each individual well 

with a minimum gées-oil ratio, end incidentelly that figure 
will change es the well's life continues because of the 
Change in bottom—hole pressure. 

Well, Dr. Boatright, the Commission hopes that you have a 
safe trip to your own country and a pieasant Christm:s time’ 


DP thank you, sir, and I am sure my wishes are the same to you 


Well, gentlemen we wiil continue iondsy morning at 10.00. 
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lak. FRAWLEY: We will proceed this morning, Mr. 
Chairman, to discuss some of the general matters 
which you are directed to inquive into with re- 


spect to the pipeline and I will call Mr. John 


McLeod of the Koyakite Oi1 Company. 


JOHN MeLi0D, having been first 
Guly sworn examined by Mr. Frawley said: 
Q Mr. MeLeod, you are the managing director of the 
Royalite O11 Company? | 
v2) Yes. 
Q And can you give me cffhand the names of the direct- 
ors of the Company and of the officers is you re- 


member hem. 


b Ge H- Smith of Toronto. 

Q These are the directors, are they? 

A Yes, chairman of the board. 

Q G. H. Smith of Toronto. who is chairman of the Board? 

A Yes. 

Q Then. 

A I am the President. 

Q Yes. 

L Vice-Presidents are: Alexander Hannah,k.C., Cak gary, 
8. F. Hurd, Calgary, and the Directors are Ww. S. 
Herron, amd C. hi. Moore, I believe that is the last. 

Q Then the officers, are there any other officerg out 
side of that, I mean chief officers. 

4 The Secretary-Treasurer is T. Ee Eurns 

Q Will that about complets the list of Directors and 


officers? 


A Yes. 
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Now the Royalite O11 Company is a Company with a 
good many outstanding shares, can you tell me off- 
hand what its total authorized_oapitalizetion is? 
Total issued capital? 
The total authorized first. 
The total issued capital is a million shares. 
f£nd it is all outstanding, is it? 
No. 
Then how much has been issued? 
Approximately 705,000 shares, I can get you the 
exact amount Mr. Frawley. 
What you mean then is, Mr. McLeod, @ million. dollars 
is the total authorized? 
A million shares. 
A million shares is the total authorized? 
Yes. 
And what is the dollars figure? 
No-par value. 
All right, and you say there had been issued some. 
705,000 shares? 
Approximately that. 
Now I understand that the Imperial Oil, Limi tea, 
has a controlling interest, or in other words, that 
the Royalite Oil Company, Limited, is a subsidiary 
of Imperial Oil Limited? 
Tra t is correct. 
How is that brought about, how did that come, how 
is that secured? 
The Imperial Oil in the first place purchased 
Calgary Petroleum Products. Calgary Petroleum 


Products sold their interest, their entire interest 
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or at least a controlling-interest tothe Imperial 
Oil. The-Imperial Cil formed what ts known as the 
Royalite. 

Yes. 

And retained, due to the fact that they advanced 
money, the Imperial Oji1 advanced money for the de- 
velopment of the property previously owned by 
Calgary Petroleum Products, for the developmont of 
those property. 

Yes. 

And they took shares for the money that they ad= 
vanced to develop this property. 

So that they, I take it then that they own at least 
51% of the outstanding capital stock of the Royalite 
Oil Compa ny? 

ha Gea trient:. 

About what percentage do they in fact control? 

I do not know the exact percentage, Mr. Frawley, 


but it is in the neighborhood of between 68% and 


Yes. Wow what are the chief businesses carried on 
by the Royalite Oil Company? 

They are producers and marketers of gas--- 

Natural gas? 

Natural gas. 


Yes. 


They are producers of naphtha and absorption plant 
products. They are producers of crude oil and they 
own a pipeline. 

Own and operate a pipeline? 


Own and operate a pipeline. 
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Before we come to the pipeline, those are, you 
have named now certainly the principal lines of 
business carried on by your Compvany? 

IT would put it under those four headings. 

It produces crude oil? 

Yes. 

And crude naphtha? 

Yes. 

It also purchases crude oil and crude naphtha from 
Other producers? 

It purchases, as agent, for Imperial Oil. 

Trat is just what I was coming to, the Imperial Oil 
Compeny, we will call it the Imperial Oil,its 
proper name is Imperial Oil Limited? 

Yes. 

The Imperial Oil carries on a large refining bus- 
iness in Calgary? 

Yese 

And therefore it needs crude, a continuous supply of 
crude, crude oil and crude naphtha? 

Yes. 


And other materials to manufacture gasoline? 


Yes. 

Does itt engage in the purchase of crude oil itself? 
The Royalite. 

No, the Imperial Oil: Limited 

Not in Turner Valley, only through its agent, the 
Royalite. 

I know. The Imperial Oil Limited does not engage in 


the buying of crude oil in the Turner Valley? 


No, only through its agent. 
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Q, Yes I know, directly it does not I mean? 
A Noe 
Q Nor of crude naphtha? 
A No. 
Q Now you are not a Director of Imperial Oil, ote you? 
A No, I have not that honour. 
Q As President of the Royalite O11 Company can you 


tell me why that is, would you like to offer any 
comment upon why the Imperial Oil Limited, the re- 
finer and marketer, does not purchase crude oil 
directly? 

A No more than to say that the officers and manager 
of the Royalite are ina better position, due to 
their geographicallocation, to Know what is about 
to happen than has any authorized Imperial officer 
in western Canadae Therefore they utilize the of+ 
ficers and management of their subsidiary to carry 
on this office for them. 

Q Now before we get to what the Royalite does, I am 
just thinking of the negative situation, you say 
the Imperial Oil has no crude purchasing depart- 
ment to go out in Turner Valley amd purchase erude? 

A Only through its subsidiary the Royalite. 

Q Yes. You have had experience in other fields in 


South America I think? 


Q Have you had any experience of the Mid-Continent 
Field? 


A Only that I have passed through it, that is all. 
Q Do you know thet that is a policy maintained by the 
major companies, or I will put it this way, is that 
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the policy maintained by the major companies in 
the South American ficld, for instance, that the 
refining company as such does not purchase its 
crude from the producers in the fielc. 
& The refining company in South America is one dew 


partment of the International Petroleum, 


SS 


Yes. 


i 


A The International Petroleum controls +hxs whole 
field in which I worked in South America. 
Yes. 

4 The producing department delivers the crude oil 
or the production from its absorption plant to 
the refinery department who disposes of it after- 
wards. There is no purchasing agent, there is 
none required. | 

Q There is not. A subsidiary then is not interposed 
between the producer at the well and the refiner, 
in South America? 

& ° The producer at the well is the man shat refines 
and distributes, there are no independents. 

Q Ther&é is nobody producing cil in that part of South 
America where you were in any event except the In- 
ternational Petroleum Compary?- 


Yeso 


Q Therefore it is just a matter of departmentalising 
the International Petroleum Products? 

A Tt refines and markets its products as one industry. 

Q Yes, but in Turner Valley the Imperial Oil Company 
uses its subsidiary, the Royalite, to make pur- 
chases of crude oll? 


Re Yes. 
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Q Now therefore thet purchasing is carried on through 
the medium of the posting cf a price in Turner Val- 
ley? 
Yes. 
¥or crude oil? 
Yese 


And that posting is done by whom? 


oe a ee 


It is done by the Royalite on instructions from 

the Imperial as to what the price should be. 

Q Now that is the point, the Imperial Oil Limited--- 
THE CHAIRMAN: Mr. Frawley, you started in 
establishing about subsidiaries ard so on and you 
have gone to South America, the International Pet- 
roleum and so on, are Imperial anc International 
and all these companies you were talking about, 
are they too subsidia:ies of some large» soz por-: 
ation? 

Mane FRAWLIY: Yes, you see iir. Chairnan, cer- 
tainly before we have finished we wil. have all 
this clearly. .I will pursue it more fully later. 
I was going to pursue that line with Mr. Lesueur 
who. is coming here in January and I presume iir. 
McLeod will resign in his favour. 

WITNESS: Graciously. 

Q MR. FRAWLEY: Perhads we can have it on the 

record, this is a fact that the Imperial Oil Limited, 

controls the International Petroleum, in other words 
the International Petroleum is a subsidiary of 

Imperial Oil Limited. 


4 I would prefer that Mr. LeSueur answer that question, 


Mr. Frawley. 
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Q All right. Now the Imperial 0il instructs your 
Gompany then the price at which the Imperial de~ 


Sires to post in the Turner Valley field. 


eS renrertee 


A That is righ;., 

Q And you then post the price? 

A That is right. 

Q And the price which is now being obtained for 
Turner Valley crude is, for the average of re- | 
finery run, at the present time, namely 43 to 
45.9 degrees 4-P-Ie, is 1-20? 

A well I have not the schedule in front of me, Mr. 


Frawley, but I will assume that is correct. 

Q You will take it that is the posted price? 

A Yes. 

Q This is the price effective the 5th of January, 
1938, F.0.B. field tunkage, that is the time the 


last price was posted. was it not? 


A Yes. 

Q And the Imperial does not in fact post the price? 

v2) Ne, it is posted on their instruction. 

Q, I notice that the National Petroleum News of the 
lst of October, 1938 does make the statement in 
its crude oil market stage, that the prices are 
posted by Imperial O17. Limited, in fact it is the 
Royalite Oil Company. 

A Yes. 


Q jné@ then the Koyalite Oil Vompany buys the erude 
as its own crude, it is bought by the Royalite Oil 
Company Limi ted? 


A Yese 
Q Taken as may be by the xoyalite Oil Company, Limited, 


af 


oe 


‘ 
‘ 


; = =. 
ae 
. vm 
at 
= 
ie on 
4 
ss 
' 
i 
Pad 


John MeLeod-. - 
- 720 - 


from the X. Y. Z Oil Companies that produce it? 

A Ye@Se 

Q It is the Royaiite Company that takes that crude 
product from the produ3zing company? 

A That is right. 

Q And then the Royalite Oil Company sells the same 
crude oil to Imperial Oil Limited? 

Li Yes. 

Q, As its own, the Royalite owns it temporarily at 
Least? 

A Yese 

Q And then sells it to Imperial O11 Limited, and re7 
ceives a cheque from Imperial Oil Limited back tna 
the Royalite Oil Company. for it? 

A That is right. \ 

Q In other words in the buying of this crude from the 
producers and the selling of it to the Imperial Oil is 

Limited, the Royalite Oil Company is theoretically \ 


at least, and in fact. quite an independent entity?, 


A Yes- 
q Quite an independent Company? 
A Yes; 
THE CHAIRMAN: Now just to clear that up, the 


witness started out by saying that the koyalite 
bought only as agent of the Imperial. 

MR. FrRAWLGY: Yeso 

THE CHALTRiAN: And the statement he makes now is 
quite inconsistent with that. 

Mr. FRAWLGY: Yes» 

THL CHALIdAMaN: It is only a matter of clearing it 


up. 
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reve 2 i, 
MRe FRAWLEY: Nie cap Gel Ay ay redin kc 

Q Mnre PFPRAWLEY: Mire MeLeod, you just used the word 
WMageot™ and I let it pass. It is just & opp6site 
it is not, you have a close relationship with Im- 
perial Oil and you are asked to buy the crude it is 
true, but you buy the crude as Royalite Oil Company 
Limited, something which is quite different in law 
from Imperial Oil Limited, and you pay for the 
crude as the Royalite Oil Company Limited, ama the 
you seli the crude to Imperial Oil, you are both 
principals, are you not? 

a Well, Mr. Chairman, I am sure that I will be ex- 
cused for not understanding the legality of this 
but that is what actually takes places iije are 
acting as agent for the Imperial Oil. Je pay the 
producers from whom we buy with our cheque and we 
are reimbursed that amount by the Imperial Oil. 

Q THi CHATIRAN: Do you buy, ado you do your buy= 
ing on their instructions? 

A We do our buying on their instructions. 

Ph You do not exercise an independent judgment when to 
buy or how much? 

A No more than that they make their allottment to the 
Conservation Board from time to time of what their 
requirements are. 


Q The Imperial do? 
The Imperial do. The Imperial tell me what they will 


require for say December and January ana then I tell 
the Conservation Board. I submit to them our re- 
quirements for that length of time and the Conser- 


vation Board makes the allottment for each well and 
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we take that through our pipeline, that allottment. 
The Conservation Board submit us. a list of the al- 
lottments of each well and we take that allottment 
and no more. I wart So make myself clear because I 


do not understand the legality part. 


THE CHATRMAN: I am not exercised about that 
either. 
WITNESS: I wanteca you to get my idea of 


the practical part of it. 

MR. FRAWLEY: Anyway that is what happens? 
Yes. 

They tell you how much thes will take and how they 
will take it and you, with that in mind, tell the 
Conservation Board ani you dc the buying? 

Yes. 

And you say you use your own cheque to pay for it 
and get reimbursed te that extent? 

Yes- 

Is the KRoyalite paid a fee for doing this for the 
Imperial or do you act ac though you were two de- 
partments? 

We are paid no fee, sir. 

No. fee? 

For example, the Impevial said to me late last 
month that they would requ.re 5500 barrels a day 
for Calgary refining and 5900 barrels a day for 
Regina refining and I transmitted that information 
to the Conservation Roavd. I expect that all 
other users of crude do the same thing and the 
Conservation Board arzvives at a total for thet 


whole field of what is going to be required for 
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December and January or as far ahead as we may be 
able to see and they make that ellottment to each 
well according to their cwn calculations and that 

is the allottment which we take from each well. 
MAJOR LIPSETT: lir. MeLeod, you buy this oil I 
understand at $1.20 at the moment? 

Well I have not the schedule of that before me sir, 
but I believe that is approximately correct. 

Is that all thet the Imperial O11 then pays you? 
Pardon? 

Is tie t $1.20 all whatever it is all that the 
Imperial Oil pays you? 

Well each gravity of oil, sir, has its own price. 
For example if 45 grevity crude is worth $1.25, 

then 44 gravity crude is estimated to be worth 

gl.23 and each one of these shipments are tested 
for gravity and is paid on that basis. Now if the 
hoyalite peys 91.45 Zor a thousand barrels of crude, 
45 gravity, then the Imperial reimburses the Royelite 
for a thousand barrels of crude at 45 gravity. 

How much do they reimburse them? 

fhe exact amount that they pay? 

Does that mean the that the expense and: cost of 
acting as agenu for the Imperial rests and falls en~ 
tirely on the Royalite Oil Company? 

Exactly. 

wnat is the position of the 20% independent share- 
holders then, they are losing money over that, are 
they not, for the benefit of the Imperial Oil? 

We pay then the same price as anybody else. 


No, I understand the Imperial Oil owns 68% to 70% 
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of Royalite? 
Yes. 
And that the other 30% belongs to outsiders? 
Yes, 
Now if you are performing the services, that is if 
the Royalite Company is performing services for the 
Impérial Oil for nothing and they are losing money 
over that, is not the Imperial Oil getting the 
benefit? 
I do not think we spend any money in performing those 
services. 
You have to have a staff to make out the cheques and 
keep the accounts, don't you? 
Very small. 
And do the buying? 
We make these contracts with independent companies in 
the hope that their oil is going through our pipeline 
at the present rate rather tham being trucked and the 
Imperial Oil will benefit to that extent. If there 
wos no profit in pipeline business, they secure that 
benefit from it, if there is no profit in the pipe- 
line business the Royalite shareholders secure their 
benefit--—— 
Is the pipeline owned by Royalite? 


The pipeline is owned by Royalite. 


MAJOR LIPSETT: I am sorry to interrupt. 
MR. FRAWLEY: Thank youe 
Mne FRAWLEY: .- It does appear though, as lir. 


Commissioner Lipsett says, that there is a service 


being performed yeu see for Imperial, for which tha 


do not pay. 
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Directly I would say they do not pay. Indirestly 

I weuld say they do pay. 

They are saved from the expense of maintaining a 
purchasing department, which I think would be a 
Seasonaocle complimemt to a refining company's op- 
erations, but they are saved from that by asking 
you to buy their refining oil for them. 

Which would only add to the cost of gasoline. 

Oh yes. 

And which we are endeavoring to avoid. 

Now of course I do not want to pursue that too 
much. You do not really mean, lire iicLeod, when 

you are neglecting or delaying to charge the 
Imperial Oil Company for the services which you 
perform for them in buying oil for them and with 
the idea that they should be paid saved those vdsts whieh 
they otherwise would have to bear, that would in- | 
crease the cost of the finished produst, you do not 
really mean that? 

I mean to say this, Mr. Frawley, that whenever it 
is possible to avoid ar unreasorable cost the 
Imperial and all its subsidiaries have done every- 
thing in their power to adopt thet practice. 

I am anxious to know because this is something that 
I do not think bir,» LeSuevr can tell us any more 
about it tham you can. The fact is that the 
Royalite Oil Cempany is carrying on the business of 
buying oil for the Imperial and not charging then, 
with a view of keeping down the Imperial's costs of 


manufa3turing gasoline and selling it to the public, 
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now that is a broad statement and I want to be sure 

that you agree with that before you answer. 

4 Yes, I will answer that by saying that I think that 

| is the least that the Royalite owes to the Imperial 
Oil for its very existance. 

Q Then I take it that the considered polisies laid 
down by the Board of Directors of these two con 
panies are that the Royalite should carry on this 
very considerable operation without chargs to the 
Imperiql because it feels it owes something to 
Imperial for creating it and bringing it into ex- 
istance. 

A Yes, and to anawer that I would say in the early 
days of the Royalite they borrowed millions of dol- 
lars from the Imperial Oil Company to carry on its 
operations and paid that debt with stock. ie 
surely owe that much to the Imperial Oil and none 
cf the 30% or 32% of the minority shareholders 
have ever complained of the treatment that the 
Royalite has received from Imperial Oil. 

Q It is all very interesting and it is something 
which we will have to inquire into, not because I 
@o not & cup your statement but it is something 
which we will certainly pursue it with Mr. LeSueur 
when he canes; as to what is involved in this that 
the Royalite does this work for nothing, because 
there is certainly work involved in it, I under- 
stand you havesfman Mr. Bird who looks after these 
producing contracts and is engaged at that. 


A Tat is a very very infinitesimal part of his work. 


Q He does much other work? 
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Yese 

Q MAJOR LIPSETT: Is there not this possibility 
in that arrangement, Mr. MeLeod, that the 20% in- 
dependent shareholders? | 
Yes. 

If the Imperial Oil Company gets that service then 
for nothing, is there not the possibility that that 
is increasing the profits of the Imperial Oil 
Company at the experse of these 30% or 32%. share~ 
holders? 

A I think, sir, that this question has been very 
much enlarged. It uas being made to appear as a 
monstrosity when it is only a flea bite.There is 
not one extra person engaged by Royalite to look 
after the purchasing or the bookkeeping in eon- 
neetion with the purchasing of this oil for the 
Imperial Oil. Not one person. I make that state- 
ment without any fear of being contradicted by 
anyone in the organization or outside of it for 
that matter and every person in the organization 
would draw the same salary as he now draws. The 
only difference is he might hive a little less work 
to do, if we did no purchasing for the Imperial 
Oil. 

Q MRe FRAWLiY:. Now we have beem confining ecur- 
selves to the oil which the Royalite purchases 
from other produscers for the Imperial Oil? 

A Yess 

Q You also produce oil, crude oil yourself, the 


Royalite Oil Company produces a lot of crude itself? 


A Yese 
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and that is sold to Imperial Oil Limited? 

Yes- 

And others? 

Yes. Now ir. Frawley---+- 

2G sors 

I just do not know the answer to that, Mr. Frawley, 
under existing 20onm@itions. 

To my suggestion that they sell to Imperial Oil 
Limited and to others, you say you are not sure 
about that, is that it? 

Well LT have no idea what you mean by "others". 

I will ask youe There was certainly nothing 
hidden there, I understand tmt the Royalite Oil 
Company sold crude oi-. to a Saskatchewan refiner, 
anyone that might come up and want to buy is, am 

I wrong about that? | 

Well I think since the Conservaticn Board took over 


it is a question which is very hard to answer, Mr. 


Frawley, because each well has its allottment and that 


allottment is determined by the market requirements. 
Now I do not know whether Royalite Oil goes to some 
man in Saskatchewan or whether it goes tc the Be A- 
cr the Bell Refinery or whether it goes to the 
Imperial Oil, it is all mixed. 

Have you any cheques or any,"hard cash" from any 
Saskatchewan refinery that has got some oil from 
Turner Valley? 

Has the Royalite? 

Yes. 


No» 
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Q, Then the Royalite Oil Company is not selling any 
oil to any Saskatchewan refinery. I presume they 


are not selling it if they are not getting paid 


Oi Gs 
A No. 
Q You have not got any money from any Saskatchewan 


Refinery for erude oil? 

vi) NO. 

Q so then you are not selling it. How about any 
jlberta refinery tiny Alberta refineries buying oil 
from you? 

A No, no Alberta refineries sends us their Cheque 


except the Imperial Oil. 


Q so you have just one person paying you for crude 
oil and that is the Imperial Oil? 

A Yes. 

Q Do you know whether or not any Saskatchewan Ke- 
finery is buying crude oil from Imperial Oil? 

A Well yes, I am sure of that. 

8) So Imperial is selling oil? 


A Yes. J would not say th,t but I would say the 
Inp rial is delivering oil to other refineries. 

Q well I do not want to get too involved but we will 
see if we cam find out whet is happening. There 
are many refineries in Saskatchewan, but let us 
take the case of the Consumers lefinery at iegina, 
ynd@ I do not know if he has got any oil from your 
Company or not but if he came up to Calgary and 
desired to get some oil and he went to the people 
thet he thought had it, that is the Royalite, or 


the British American or the Imperial, the xoyalite 
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if he came to the Royalite, ag the Royalite would 
not do any business with him at all, they would 
not sell him any crude oil? 

A No. 

Q Then if he went to the Imperinl Oil and te be not 
very accurate about it, would be go to Mr. iioore, 
the Refinery Superintendent? 

A I would prefer that the Imperial Oil officials 

— answer that question. I have answered for the 
Royalite. 

Q I quite egree and we must not press you unless Mr. 
Nolan agrees that there is some value in pressing 
this. So far as Tee sicLeod knows, there is a valuo 
in what he actually knows sbout this. 

A I have no knowledge of the details of how tris is 
carried on. I would prefer not to amswer except 
so far as the noyalite. 

THE CHAIRMAD: Cannot you get some officer, lr. 
Frawley, that does know all about this internal 
arrangement. itr. MeLeod apparently does not. 

MRe FRAJLEY: No, we will have to go to the 
other company. 

MR. NOLAN: Mire hicLeod knows ail about 

the internal arrangements of the Royalite. 

TH CHAIRMAN: Yes, and perhaps the word was 


unhappy but the arrangement between the Imperial--- 


MRe NOLAN: And other refineries. 
THH CHATRwW AN: Quit € SO65« 
WITNESS: My idea, sir, that I am perfectly 


willing to answer gnything of which I have full 


knowledge but of which I have just a vague knowledge 
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of something that I have heard I would prefer not 


to answer. 


THE CHA Ini AN: Quite properly. 
Q Mano PRAWLOY: Yes. "You GO not SER) any oll To 


any outside refinery or to any refinery except 
Imperial Oi1 Limited? 

A That is right. 

Q All right. Then if any Imperial or Royalite or 
Imperial subsidiary is engaged in the business of 
selling oil to refineries in this Provinee or else- 
where, it must be the Imperial Oil Limited? 

A I am not prepared to answer that. 

WRe FRA dLuY: Have you eny Imperial people here 
who will let me get on with my SrbapHeranuwaae Am 
MR. NOLAN: If my learned friend will 20 on 
with the cross-examination which pertains to the 
Royaltite Oil Company he will get all the inforna~ 
tion which is available but if we are going to go 
into the question of the relationship between re- 
fineries out of this Province and the Imperial Oil 
Limited, this is not the gentleman who should be 
asked those questions. 

MRe FRAWLio¥ ; I agree with all of that, Mr. 
Nolan, oe I am anxious to make the story as co- 
herent as I can as I go along and I want nothing 

but an answer to tmt one question if I can get it. 
I do not intend to pursue it further with lir. lLcLeod 
at all. I do not want your client to :have to be 
here unduly but I think perhaps your refinery super= 
intendent, iir. ioore, should attend the inquiry and 


keep you informed. 
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WR» NOLAN: Not to inform me but to inform the 
Commission. 

Like FRAWLEY: To inform the Commission through you. 

I can make the assumption then, it must be so, what 

I am suggesting must be so. iir. Plotkins says he 

buys from the Imperial Oil Limited, is that so? 

MRe PLOTILINS: YES. 

MRe FRAWLEY: If then a refinery in Saskatchewan 
buys this oil--- 

THs CHATHUAN: what refinery? 

Nine PRAVLoY: say the Consumers Refinery at Regina, 
or the Sterling Refinery at Yorkton, purchases its 
crude oil from Imperial Oil Limited; that is crude oil 
which the Imperial has purchased from the Royalite Oil 
Company? 

I do not think that is a fair question, Mr. Frawley, 
for the simple reason that Royalite Oil is not seg- 
regated from Sunburst Oll or from snglo-Canadian Oil 
omlany ‘other oll. It goes through the common carrier, 
the common pipeline rather, and is mixed in one, two, 
thre or four tanks. 

But it purchases its oil from the koyalite O11 Company, 
that is so is it not? 

But you said, would it be the oil that it purchased 
fron the Royalite. 

Yes, 

ind I say that it is impossible to tell whether it 
purchases it from the koyalite, the Sunburst, the 
Anglo-Canadian or the Brown Corporation or someone else. 
It is more involved and confused than I thought. Then 


we have the Imperial Oil sending its cheques to the 
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Brown Oil, the Sunburst, to the Anglo~Canadian, do 
they buy from those separate companies? 


We buy from several of them, not all of theta. 


THiS CHAIRMAN: Not "we" you are just "Royakite". 
Royalite. 
MR. FRAWLEY: Does the Imperial Oil Company buy 


all of its crude oil from the Royalite Oil Company? 
Jil, of ifs) crude? 

Yes,’ ail. of Turner Valley. 

The Imperial Oi- Company does not buy any crude ex- 
cept through its agent, the Royalite. | 

The Imperial Oil Limited sends a cheque every month 
to the Koyalite Oil Company? 

Yes. 

That is a cheque for the crude oil which it has had 
supplied to it for the previous month? 

For the crude oil which it has delivered and pur- 
chased. 

And that cheque goes to the Royalite Oil Company? 
Yes. 

And that is the xoyalite Oil Company's cheque when it 
gets it? 

The Imperial Oil Company's cheque in favour of Royalite. 
Yes, so that the Imp rial Oil Company is buying its 
crude oil from Royalite Oil Company exclusively? 
Buying its erude oil through the hoyalite Oil Company 
I would say, not from the Royalite. 

Mie FRAWLEY: You will have to get sce positiveness 
to this, Mr. Nolan, because it is getting to be a bit 
wearisome. 


TO THE CHAIRMAN: Supposing in @ case of the Anglo- 
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Vanadian selling oil, which you yourself mentioned, 
crude oil? 

Crude Oil. 

And which is ultimately acquired by the Imperial? 
Thet is right. 

For its refinery? 

That iy right. 

Whose cheque goes to the Anglo-Canadian for that oil? 
The Koyalite. 

SO no matter what the source of supply, whether it be 
from oil wells that the Royalite itself has drilled and 
produced oil from, or from other wells owned by in- 
dependent people, it matters not, you the Royalite 
would buy the oil? 


That is right. 


And the the Imperial would get it and give the Royalite 


its cheque. 

Would reimburse the Koyalite for it. 

THE CHATRwAN: That seems clear. 

MR. FRAWLEY: You are able to do something which I 
just could not do. 

THE CHAIRMAN: It was a misunderstanding. I am sure 
wre MeLeod is willing to give you any in ormation you 
desire. 

WAJOR LIPSZTT: Just to get the position a little 
clearer, Mr. McLeod, I understand, hire hicLeod, you have 
a local buyer and that you do all this buying. 

That is pouieots 

Some of that oil, you supply the oil then to the 
Imperial? 


Yes. 
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And some of that oil is used in the Imperial Re- 
finery? 

In Calgar yo 

In Calgary. 

Yes. 

And some of it I understand is shipped by Imperial 
to Kegina and other places? 

it is right. 

Now in all those cases you simply get reimbursed by 
the Imperial your n3t costs that you paid for the 
crude? 

That is right. 

Doesn't that mean then that all the profit on the 
re-selling of the crude to Saskatchewan or any other 
point is all secured by the Imp rial? 

There isa profit; 

And you incur all the expenses. 

'Pethere is.a profit, yess 

You do not know that? 

I do not know thas. 

But Imperial takes everything and Royalite does all 
this work without any cost to the Imperial? 


Yes, without any direct const, sir. 


THE CHAIRMAN: You had better pursue that, lir. 
Frawley . 
Mne FRAWLEY: Now you say "without any direct 


cost", now what other cost is there that ur. iorrison 
can look for to see in what manner the Imperial pays 
anything to Royalite for carrying on the purchasing 
operation? 


I will just cite one example, Mir. Frawley. The 
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gauger of the pipeline division goes to a pr odusers 
tank when notified that there is a shipment ready 
and we will say that there is 1000 barrels of oil 
ready for his shipment, ths tank is gauged and in 
the presense of the operator of the independent 
company, and he signifies by his signature that he 
agreed to the gauging, and the pump is started. 
ifter the delivery has been made the tank is egain 
gauged by the gauger of the pipeline division in 
the presence of the operator for the independent 
procucer and they found that 1000 barrels of oil 

has been shipped from that tank. 

May I interrupt you there, delivery is made where? 
So far as the producer is concernedlit has leftl ais 
tank, that is all he is concerned about, a 1000 
barrels has left his tank. 

And delivery is made to your gathering line we will 
say? 

Yes, he is given a ticket for 1000 barrels less 1% 
deduction for evaporation and pipeline loss. In 
other words he is paid by the Royalite for 990 bar- 
rels of oil and the Imperial reimburses the koyalite 
for 990 barrels of oi11. Tf therevis any gain in that 
10 barrels, it goes to the Royalite which helps to 
reimburse them for their purchasing or any other loss 
that they might sustain. 

The Royalite helps to reimburse the Koyalite? 

Yes. Now that is an indirect charge that is made 
against the noyalite, or I mean against the Imperial 
and every other buyer of crude oil. 


MAJOR LIPSLTT: In fact, Mre- iicLeod, is thet 1% 
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not required for evaporation? 


In a good many cases, sir, it is. 


be 


ry But your other suggestion is tmt there is ae profit 
out of that 1%. 

A We hope it will take eare of all evaporation, pipe- 
line losses or any other incidental expenses not 
already provided for. 


Q Just balance that without any profit? 


A We hope that that will be so. 
Q I think you said the gauger? 
i Yes, the man who measures the tank. 


Is that an officer of the Royalite? 


No, he is a workman. 


Q 

A 

( Is he an eniployee? 

A He is an employee of the Royalite. 

Q And is that part of his duty? 

re) That is part of his duty. 

Q And paid for by the rnoyalite? 

& Yes, and he gwges that tank in the preserce of a 


representative of the producer of that crude. 


Q MR. FRAWLSY: Now you are citing that as an in- 
stance of how the Imperial Oil Company paid you 
something; 

A Yes. 

Q Paid you something for carrying on this purchasi ng 


for it without charge? 

vi) I stated, Mr. Frawley, that that might be one of 
the indirect charges that could be allotted to thai 
particular service which we performed for Imperial 
Oil. 

Q I cannot just follow how the Imperial, the Imperial 


only pays you for precisely what you deliver to it, 
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let us think about the Imperial? 

No, no, if we measure a 1000 barrels of oil and so 
report it, the Imperial will have to pay for 1000 
barrels of oil. 

Now there is some check , I suppose there is some 
Cheick at the delivery point, is there not? 

Oh yes. 

Then the Imperial Oil remains in Calgery? 

Yes. 

And the oil is delivered to the refinery? 

Yese 

And they only pay you for such oil as you deliver to 
then? 

Peseunes (Ss not rignt.. 

That is not correct? 

No, they pay for such oil as we measure in the field 
tank and that 1% is to take care »of the eveporatidn and 
pipeline losses. 

Now we may have to pursue that. You go to the inglo- 
Canadian 1 or whatever the well might be. 

Yese 

And they say they have a 1000 barrels of oil in their 
field storage. 

Yes. 

And your employees go there and measure out a 1000 
barrels? 


Yes. 


And some record is made wnich evidences the fact that 
delivery has bem taken from the operator's storage, 
of 1900 barrels? 


Yese 


, 
te 
Sein 
-_é 
—< 
s =t 
c fe 
. ey =f 
‘ 
3 Ne 
? 
' 
1 
1s 


1a 
oo 
vies 
” aes 
ae 
Ne 
te 
' ste 


aad tee 


, ~ 
° ‘ if 
3 ist 
3 se 
Ne of 
é 

is dos, 

wis 
pos : 

eg 
ie e 


ae é 
3 a 
i m5 
: 5 
oe 
baie’ 
ae 
=o perey 


7s 


i on 
cs 
ats 

as . 2G 
ms 
t we 


ee 
“ 
a. 
ae, 


~~ 


John licleod- 


&> 


A 


4 


169 


Then the oil is transported, it is thrown into your 
trunk line? 

Yese 

AMS with @ “Lot of tthe: oil, a LOOC fron another well 
and 500 from another? 

Yes; 

And then it is pumped through to the Imperial plant? 
Yeso 

And at the Imperial plant in Hast Calgary you make 
delivery of so many barrels of oil? 

Correct. 

Say 5000 barrels of oil? 

Yes> 

well they pay you surely for 5000 barrels of oil? 
Yes, if we have measured 5000 barrels of oil but not 
on the gauge that goes to the Inpe rial tank but the 
gauge wiich was made at the Turner Valley tank, but 
there is one thing we must do, we muss deliver them, 
Mr. Frawley, 99 barrels of oil for every 100 that we 
have measured and if it is below 99 it is our loss. 
If it is above 99 on the other hand it is our gain. 
Well I thought, i knew this, that if, that since you 
have taken delivery of the 1000 barrels from the in- 
dependent operator's field storage? 

Yes- 

You pay him,sooner or later you pay him for 990 bar-~ 
rels? 

That is correst. 

Now there is no doubt about the operator suffering 


this pipeline deduction, there is no doubt about that, 


he is only paid--~ 
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There is 1% deducted. 

He has delivered to you, according to the gauges, 
1000 barrels of oil and he is paid for 990? 

That is right. 

Now a thousand barrels, let us take it in one oper- 
ation and not confuse it, you pump through that 

1000 barrels of oil from this one operator? 

Yese 

And you take it to Calgary and you make delivery of; 
supposing we assume that you actually make deliver y 
ef; 990. barrels of o117 

Yese 

To the Imperial Oil Company? 

Yese 

How much are you paid for, what is the amount of the 
Gheque which you get, never mind the dollars and 
cents, but for how much does your cheque read when 
you get it? 

It is the equivalent of 1000 barrels of oil at the 
price of that output. 

The Imperial Oil Compuny then pays for 1000 barrels 
of, 011? 

Yes. 

Although it has only had delivered to it 995 barrels? 
Correct. 

And if that should have been only 990, if you had only 
delivered 990? 

Yes. 

The Imperial Oil Company is paying you for 10 barrels 


which they do not get? 
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That is right. 
and the producer of course has only been paid by 
vou ror 9907 
TheavoLs rishi 
4nd if you deliver the whole 1000, let us say with 
a loss of only 1 barrel in the 1000, the Imperial 
Oil Company pays you for 1000 and you have for your 
Profit and Loss statement or some other place, 9 
time ¢1.20 in dollars and cents? 
ve have 9 barrels. 
Now i:r- MeLeod, we have been talking about oil that 
you have, we are talking about oil that you purchase 
from other companies but you still sell to the 
Imperial Oil Company a great deal of oil that the 
noyalite Oil Company produces? 
YeSe 
and that of course is an independent operation, I 
mean here is the koyalite Oil Company, over here 
producing crude oil? 
Yes. 
And the Imperial Oil Company refining crude oil? 
YeSe 
Ana that is just a straight purchase and sale? 
That is right. 
You simply sell them crude oil? 
That is right. 
So in that operation you are acting on your own 
for your own shareholders and for your own company, 
The Royalite, and you are simply selling crude oil 
to the Imperial Oil like you might be selling to 
anybody else. 
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But you don't happen to be selling it to anybody 
else, you just sell to Imperial Oil Limited? 

Theat is all. 

And then for some good business reason known only 
to yourself, end Imperial Oil Limited, other third 
parties, like the Lion Refining, come in and de- 
Siring crude oil, goes to the Imperial Company 
which has just bought it from your company and it 
is the Imperial that sells it to the independent 
refinery? 

Yese 

The xoyalite Oil Company might have just as well, 
being in the business of producing and purchasing 
crude oil, might just as well have dealt direct 
with the Lion Company or the Consumers Company in 
Regina or the Sterling in Yorkton, but that is not 
the way it is done, it is the Imperial that sells 
the oil to these other refineries? 

Yes 

Now do they have a separate department for thet, 
Mire LieLeod? 

I cannot answer that. 

You don't know about that? 

No. 

MAJOR LIPSETT: Is there any check on this pipe- 
line, is there any check at all on the oil going into 
the Imperial Refinery? 

Oh yes, ebsolutely, every day the loss or gain is 
shown on the pipeline delivery. 


Supposing through some mishap you bought a 1000 bar- 


rels less your lj. 
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Yes. 
And supposing through some mishap only 900 barrels 
arrived at the Imperial Refinery? 
Yes. 
That would be known immediately? 
Oh yeSe 
what would happen about that loss? 
Well I wll give you an illustration of that, sir. 
Soon after this ¢" line was put in operation last 
Spring we had @ serious break between Calgary and 
Turner Valley and as soon as the refinery gauger 
did not correspond with the gauging at the field end, 
wish the. - field gauger, the pumps were shut dowm. 
“e@ Knew there was something happening on the line, 
that there was a leak there some place because we 
were not receiving enough here. You see the two 
gauges are connected by telephone with a direct 
line, every hour to each other, the one man in the 
Valley reports what he has sent out, the man in 
Calgary reports what he has received and if there 
is a large discrepancy there the pumps are shut 
down and we immediately start looking for a leak. 
In this case we found a leak amounting to some 
2200 barrels of crude oil. 
That is a special case? 
That is one, that is about as bad a case as we have 
had yet. 
vhat I am trying to get infomnation evout, was the 
agtual..precticc. 


YeSe™ 


You serd 900, you send 1000 barrels to the Imperial 
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on which you deduct 1%? 
Yes. 
Now that goes into the Imperial we will say at 980 
due we evaporation or anything. 
Then the pipeline would be the luser by 10 barrels 
of that shipment, sir, because they were forced to 
deliver to the Imperial 990 barrels because the 
deduction only allows for 1). 
Then the Royaiite Oil Company would lose that extra 
1%. 


They would lose that 10 barrels, sir. 


Although they are getting nothing at all for the 


service, thank you, I was just trying to get that. 
MR. FRAWLEY: I understand you there, Mr. MeLeod, 
in this instance, you just gave to Major Lipsett. 
WAJOR LIPSHTT: liay I interrupt once more, that is 

a case where there were only 980 barrels received. 

If there were only 980 barrels received out of that 
1000, sir, the pipeline would be loser by 10 barrels. 
That is the Royalite would? 

Yes. 

And if there were 995 barrels received by Impe: ial? 
The Royalite would be the gainer by five barrels. 

And the Imperial would be paying for what? 

1000 barrels because we gathered thet in the tank for 
them. <Any deductions which are made are the re- 
sponsibility of the pipeline division of the Royalite 
Oil Company. If they win in that deduction ull right, 
if they lose they have totake it. 

Yes, but will not the Imperial only pay on the 995? 
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No sir, they pay for 1000 barrels. 

And if it is 980 they will only pay oh 980? 

They pay on a 1000 barrels less 10 barrels, because 
we should have delivered them 990 barrels. 

They will pay you in other words 1000 barrels for 
990? 

Fiet is right. 

and you have to take any further loss? 

we have to take any further loss. 

THS CHALRwAN: They recognize your 1%? 

That is right. 

fnd anything over that. 

Just common pipeline practice. 


1% allowed for depreciation? 


Depreciation and leak. 


MRe FRAWLEY: If 985 barrels were received by the 


Imperial Oil, they would pay for. 


1000 barrels less 5 barrels. 
If 990 barrels were received by the Imperial Oil, 
the Imperial Oil would pay you for. 


1000 barrels. 


Tf 995 barrels were received they would pay you for. 


1000 barrels. 


And if 1000 barrels were received by the Imperial Oil 


they would pay you for? 
1000 barrels. 


That is as you understand the situation today? 


Yese 


Now prior to the month of October 1956 it was done 


in a different way, was it not? 


In a different way, you mean the deductions were 
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different? 

Q Ne, I do not mean the amount of the deductions were 
different but your relationship ta the Imperial Oil 
Limited was not just exactly as it is now? 


A Well I would have to go into the records to find that 


Oute 

a, At the time you made this contract, which was the 
time you made your first contract with the Br itigh 
American, which is dated the 18th of September,1936, 
that was the fact around about tht time. Now some 
body else may have to sayo-- 

A I am very sorry to plead infirmity ag an excuse for 


not being fully familiar with that, Mr. Frawley, but 
at the very time that happened I was confined to the 
house for a period of six or seven months, and I am 
sorry that I cannot answer you definitely on that. 

I would like to: 

Q L think--- 

I will do anything, if you wtte prepare a question 
I will do my best to get you the correct answers« 

Q There is good corroboration for the fact thet you 
must have been ill because here Mr. Hurd signed it 
ag a director and Mire Burns, you would have signed 
it if you were at the office. 

A T. da not think that is right but I do know that I 
was not around at that time. 


It was made up for the presidert's signature but 


£5 


that was crossed out. 
4 I should have familiarized it myself with it but 
LT d@idn't and £ sm sorry. 


Q Now this pipeline deduction is now 1%? 
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we fe gD 


mF ey 


Tig@t i8 Tight, on 6Grudé oil: 


Add there have been changes in that; it was originally 


how much? 


Originally the deductions were 4% and that was at a 
time when there was not very much crude oil. Soon 
after the orude oil was discovered in quantity I 

had a iong discussion with the Minister of Lands and 
Mines and the Director of Lands and Mines, regarding 
what the deduction should be, now that we had 

found crude oil, and we agreed that, for the time 
being, the deductions on light products, that is 
naphtha and absorption plant products, should remain 
at 3% but that on crude oil it should be 2% and the 
Minister stated as that time that those would pre-~ 
vail until we had an opportunity to make a thorough 
investigation and find out whet the deductions 
acsualLiy should be in orde®’ to slear us. TI am not 
sure that he eves made that investigation. If he 
has done so it is without my knowledge but volun- 
tarily we reduced it on crude to 1% and on lighter 
products to 2%. 

Yell was it ever 3% on crude? 

For a brief time. ir.» Frawley, yes- 

And then it came down to 8? 

By arrangement as I have stated with the Minister of 
Lands and iiines and the Director of Lands and lines. 
And then it came dow. to 1%? 


Yess 


I suppose it is fair to say to you that it came down 


because you felt that the higher charge, a continuation 
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of the higher charge was not justified on your 


experience? 


we realized we had a very light erude to handle and 


not having had much experience with this class of 


crude we experimented and found thet it was not 


necessary to deduct 2% and we reduced it to 1%. 


fhe charge is only there in the first place, and is 


only being made today, because you fesl it necessary 


to protect your Company from the evaporation and 


pipeline -.loss? 


That is right. 


It is going to compensate you for what will be the 


actual physical loss of material? 


Tet is right. 


By the way, you said something back a bit age : bout the 


Conservation Board and the effect that its policies 


hed had in the relationship between your Company 


ena say the Imperial or other refineries, before 


there was a Conservation Board at all, that is 


prior to last Augwt say-- 


THE CHATRMAN: 


Before you, open up that I think 


perhaps we hight give the reporter a mort rest. 


we still have only one reporter. 


MR. FRAWLEY: 
THE CHAI al: 


tine. 


Yes a 


We will adjourn thea for a short 


(AN ADJOURNMENT OF FIVE siINUTES WAS 
HERE TAK UN). 


Mie FR&AVLiLY: 


bure Lieheod, the Conservation Board 


only began its operations about last August, didn't 


they, last duly or £ugust? 


About that tine, 


Sir. 


Ree, - 
apna 

ie . 

< ts 
on 
% 1 


et 


i 


iS => 74 
te ae, Od 
3 é y 
(ee ae ag _ 
ke 
; : oy 
* vA 
: ' 
Sonne : 
< a 


i] 


ate 


: Ui. 


4 


¥ 


4 


1 


deeds 


tae, 


4 


On. beck 


. 
& 


John MoLecd 
a eve 


Q And before that time the Royalite was doing pretty 
well what it liked, that is what you tell us it is 


now doing, it was producing crude oil in Turner 


Valley? 
v3) Yes.» 
Q, Purchasing crude oil in Turner Valley? 
d: Yes. 


Q And selling to the Imperial Oil Limited exclusively? 
b We were delivering to the Imperial Oil crude vhich we 


purchased as its agent. 


@ Thet is what you are doing? 

| Yep! 

q So you were doing the same thing then? 

A Yes. 

Q You do not mind if I keep using that word because that 
is how it is going to come out I take it in the end, 
you are selling crude oil to the Imperial? 

A I do not think so. 

Q You do not think that is what you are doing? 

J No, I think the Imperial Oil commissioned us to buy 
crude as we are doing and authorized us to act as 
their agent. jie were nowt buying this on our own, 
because we have no use for ite we have the oil 
sold before we had bought it. Let us put it tet 
way, Mr. Frawley. 

Q Perhe ps it will help you, kr. Morrison has spent 
some time on your books, has he not, Lr. MeLeod. 

A So far as I know he has. 

Q And he tells me your books show that you are sell- 


ing crude oil to the Imperial vil? 


A That may come up as an accounting but that is not 
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Sy ode: of the way it is done. 

So I do not know what point you want to make, but 
if you want to make it, make it now, but you have 
told me there is no real change with your oper- 
ations, in a change of your rele tions with the 
Imperial Oil, it is just the same as it was before 


the Conservation Board began to prorate the field? 


No more than I nominate, on the ImperiS] O411s!' nominjtion 


its crude requirements to the Board rather thar 
putting them into effect ourselves, which is much 
to our enzo tua. 

But ee end you are performing the same function 
to and for the Imperial which you were doing before 
the Conservation Board wes organized? 

Quite so. 


Now there is just one point I may as well bring out 


‘sow, because it will have to be gone into, you do a 


very limited amount of carrying for others than the 
Imperial O11, very limited? 

I would not say very limited. 

How many people now are, to use an illustration, to 
use the illustration of the cheque, from how many 
people do you get cheques for your 15¢g a barrel 
pipeline rate, from how many companies? 

From the British American. 

Yes 

And from Mir. Plotkin. 

Ande 

Well that is ail I gan think of. 

Aad the Imperial 0i1? 

And the Imperial Oil. 
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Oa oe 
So you get your pipeline revenue at the present 
rate of 15¢ a barrel from three companies at the 
moment, the Imperial Oil Limited, The British 
American Oil Conpany ead the Lion Refining Company? 
Tmt is all I have in ny mind at the moment. There 
may be others. 
These ere all I told you: 
THI CHAIRMAN: You mentioned lir. Plotkins, Mr. 
Plotkins represents? 
The Lion Oil Company. 


Yes, he is the Lion Oil Company so far as you are 


concerned? 

Yes. 

MAJOR LIPSET?: Is the rate accepted, thet it is 
L5g¢? 

MRs FRA. SY: I want to get that on the record 


at the same time, let us just interrupt now, and 
will you tell the commission what the pipeline rate 
is now and how long it has been that and what it was 
before,back to the oeginning of the charging of any 
rates, I have something, have you some record there? 
Yes, I have something here. This record goes back 
to the lst of January 1936, to the cOth of Sert ember 
1933, and the pipeline rate was $0¢ per barrel and 
during that period the average daily pumping to the 
refinery was 1479 barrels per day. 

Let me stop you there, iir. weLeod, wiat you say was 
the first time that you made a charge for the carry- 
ing of oil through the line? 

No, that is as far as this record goes back, Lir. 


Frawley. That is as far as I have it at the moment. 
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Q I have the same record commencing on the lst of 
January 1952, but prior to the lst of January 1922, 
was the pipeline transmitting crude oil or crude 
naphtha? 

A It was transmitting crude naphtha in quantity but 
very little crude oil as I recollect. I would 
have to go into the records for that. 

Q And the Royalite Company was being paid for that 
transmitting by the Imperial Oil Company? 

zs) Yes. 

THis CHALMMAN: Couldn't we have a statement pre- 
pared, lir- Nolan, I mean it would be very much 
handier to the Commission to have something which 
should be made an exhibit. 

Mike NOLAN: Yes, my Lord, there is a state- 
ment in ir. iicLeod!s hands from the Ist of Januayy 
1932, which can be put in now as an exhibit, show- 
ing in each instance the rate, the date upoh which 
it Seren the daily average pumping throughout 

the period of the aifferent current rates. I think 
thet is whet you want, sir. 

Mie FRAWLEY: Yes, that would do, except I do not 
know why, there way be good reason for the Company, 
for starting on the lst of January 19652 but I would 
prefer for it to start atthe beginning of the pipe 
line operation. 

THE CHATRiAN: Treat is what I understood from lr. 
Nolan, that it should be carried back. It can be 
carried back, iir- MeLeod. 


ALTUGSS: Yes. 
jine NOLAN: And we will file with the 
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Gommission the history of the rate and show in 
each instance the date. 
NITNZSS: There is no question abouts that. 
FRAWLEY: I wilh put this in now. 
MR. NOLAN; Let us put it in later as a whole. 
Mino FRAWLEY: We can put it on the record. 
Wie NOLAN: Treat it will be produced. 
Mine FRAWLEY: We cam put it on the record now, 

Q, Mi. FRAWLEY: Then the rate chamged on the Lst of 
October 1983 and what happened to it then? 
MRo NOLAN: May Ll suggest, sir, that we do not put 
it on the record now, that we put it on the exhibit 
that will be marked. 
MRe FRAWLEY: There are only two or three lines to 
this. 
TH CHATRMAN: Unless; Mr. Frawley, you have some- 
thing arising out of 1t that you want te question 
of it, you might as well wait for the exhibit. If 
there is some collateral question which: arises out 
off it do not let us stop you. 
Mino FRAWLEY: Mxr> MeLeod, you might just consider 
that for a moment and keep that in mind. hir. 
Morrison suggested that it arose out of a question 
by hia jor Lipsett whether the rate was 15¢. 

Q Mk. PRAWLEY: Let me ask you this, when did the 
15¢ rate apply? 

4 For the period of the 5th of January of 1928 to the 
41st of December 1938, the pipeline rate was 15¢ 


per barrel. 


Q The present rate of 15¢ went into effect on the Sth 


of January of this year? 
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Yes. 
Then you will file the other leter? 
wike NOLAN: Yes. 
THE CHATHAN: while I resember it, you are not 
forgetting the map, ir. Nolan, before we part? 
hire NOLAN: No my Lord. 
THL CHalLKuaN: If I might just interject that 
while I think of it, while you are speuking of 
filing things. 
Mn. FRAWLGY: That seems a long way back now. 
THui CiilnwaN: Yes, I was afraid it sight escape 
‘your attention. 
MR. FRAWLEY: As a matter of fact, yes, I should 
say perhaps, what we finally did about thet wag 
that Dr. Link agreed that ire Ower of the Pro- 
vincial Office could go through it and superin-~ 
pose the things that we asked him to superin- 
pose and we will show it to my learned friend and 
he can object to it, that should be done Within a 
day or two. 
TH CHAIMiANe: How long do you intend to carry on 
at this time? 
Mike FRAWLIY: At this tine? 
THI CHALHMAN: The present sitting, it is only 
speculation I know, but to give us some idea, will 
you be occupied for the next two or three cays? 
MRe FRAJ LEY: Yes, two or three days. I was hop- 
ing efter we finished this then to adjourn over 
the Christmas season. 
THE CHAIRIAN: That is soe The witnesses you will 


have evailable will occupy about three duys. 
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MR. FRAWLEY: I thougnt Get day, and now I think 
certainly two and perhaps part of the third. 

TH CHAIRMAN: All right. Sorry to interrupt you. 
MR. FRAWLEY:  Guite all right. 

Mie FRAWLSY: The Imperial Oil Company is your 
chief customer and supplies you your chief revenue 
in the way of pipeline rates? 

Yess 

Mr. FRAWLEY: Ye will go into that perhaps later, 
but just to complete the general picture, The 
British £merican Oil Company, you also transport 

oil for the british American Company and they pay 
you 1d5¢ a barrel? 

That is right. 

And theizy relations with your company as a pipe- 
line operation commenced with this ccntract dated 
the 18th of September 1956, that is true is it not? 
Tmt is right. 

MR. FRAWLEY: Perhaps we had better file this. 

I presume you recognize the signature of this dis- 
tinguished British smerican gentleman, ire Ellsworth 
the President. 

MR. NOLAN: We will admit for the purposes of the 
record that that is the agreement. 

MR. FRAWLEY: It is the duplicate agreement and that 
is iir. Burns' signature. 


Yess 


AGRELAISNT WITH Be. Ae OIL COMPANY 
PRODUCSD sND MARKED AS EXHIBIT 29. 


THE CHAIRMAN: You might describe it. 
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Mike FRAWLEY: It is a contract between the British 


Amerioan Oil Company and the Royalite Oil Company. 
The British American teing deseribed as "the pro- 
ducer" and the Koyalite Oil Company Limited being 
described as "the transporter", covering transpor-~ 
tation of crude oil from Turner Valley to Calgary, 
and dated the 18th of September 1936. 

MR. FRAWLEY: Now Mr. MeLeod, from the record you 
have there will you tell me what rate per barrel 
was being paid cn the 18th day of September 19367 
This record shows, Mir. Frawley, that for the period 
October lst, 1953 to the érd of October 1936, which 
includes the date you mention, the pipeline rate 

was 2o¢. per barrel. During that period the daily 
pumpings were 2208 barrels but that was immediately 
Ghanged.e On October 4th, 1966 it was changed to 
Les¢ per barrel. 

Yes; 5 ment lon/ because Sne rate which was contracted 
for in this agreement Exhibit "29", by paragraph ten 
was £23¢? 

Yese 

Delivered to the British smerican storage tanks at 
Calgary? 

Yese 

Then your rate to everybody, Imperial or anybody else 
that wanted to use the pipeline, was 223¢? 
Immediately after thet or very soon after that. 

And then as the rate was chaged this contract was 
gutomatically varied in that respect? 


So far as I know, Mr- Frawley, only verbally. 
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Yese 

Or possibly by letter but not a new contract. 
Yes, beosuse I asked for any amendments to this 
contract, and apparently there were not any? 

Noe 

So the contract stands but the rate has been 
changed from 22$¢ to 17$¢ and then 15¢? 

Thet is night, voluntarily on our part. 

Now up to. say some time this year, 1938, did you 
still have just tyro customers, the Imperiel O11 
and the British American? 

Well, I cannot give you the dete when Mr. Plotkins 
started taking. 

That is what I mean, but he is now the third 
customer? 

YSBs 

wnd you ‘have only three? 

Yess 

And did he come in some time in 1938? 

Well he hes been teking in 1928. 

He says April. VAL you accept that, April 1946. 


eas the date? 


Wiis CHe TREMANS ile is the third, have you the Imperial 


Onl Contre cu: 


Woe VR Aa es Oh contract, have you the contrac 


Mr. McLeod, with respect to the movement of crude oil for 


the Imperiel Oil,.similer to Hxhibit “29% 
NO. 

Trere was no contract with them at all? 
No. 


Is that contract and the prics, the payment of the 
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price, evidenced by any writings of any kind, 
exchange of letters or anything of that sort? 
It may be by exchmge of letter, I camnot answer 
that offhand. 
Would you mind doing that, Mr. MsLeod. looking that 
Up. 
Yes, we will have tmt looked up. 
And bring any documents you have? 
There is no documents, there might be a letter. 
There might be a resolution of your board? 
Yes. 
THH CHAIRMAN: You will check that, Mr. Nolan. 
MR. NOLAN: Yes, my Lord. 
Then we come to Mr. Plotkin, and he said April 1906, 
that that was the date, will you eccept that? 
Yes. 
And he does transport oil, his owm oil to your pipes 
line. 
Yes. 
And have you the contract with Mre Plotkin? 
No, that is a gentleman's agreement, ir. Frawley. 
And he pays though the prise which you, he pays the 
price which is the only price there has been since 
the Stn of January 1968, “Log? 
Yes. 
Now what other charges are made by the Royalite Oil 
Company in addition to the 15g per barrel? 
what other charges are made to whom’? 
fo the Imperial, the British American and the Lion, 


your three customers. 


Well ZI cannot enswer for the British American. There 
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are no other charges.made to the Imperial. I 
have nothing to do with what happens to the British 
American Oil Company's orders after theyonce reach 
our terminal in Calgary. Some of it is processed 
by the Imperial Oil in their Kast Calgary refinery, 
some of it is delivered by the Imperial Oil to the 
British American Compny in their Bell Refinery in 
Calgary and some is delivered-or loaded in tank cars 
rather ,for British American at Moose Jaw. 
But I am speaking of the Royalite Oil Company, what 
does it do with the British American Oil? 
It delivers it into its terminal tankege in East 
Galgary. 
In Whose terminal tankage? 
The Royalite. 
The Royalite delivers the British American Oil into 
the Royalite tankage in wast Calgary? 
The Koyalite tankage. 
And the British American do whatever they like with 
it? 
They give their orders for delivery of that oil to, 
I presume the Imgerial Oil Superintendent. 
We wkll ask mr. Moore about that. You simply the 


make one charge, 15¢, and deliver it to your 


storage you say? 

Yes. 

In Hast Calgary? 

Yes. | 

Well incidentally that same clause "10" says timt it 
is to be delivered by you to the British, to the 


producers' storage tank, that is the British American 


Ai 


“ 


John MeLeod 


iS 6 - o£. mo st oe ke 


Ss a aes 


ean. o\ ONE 
storage tanks in Calgary, has tmt been changed 
Since the 18th of September 1936? 
Well I think that is a misunderstanding, Mr. Frawley, 
because the British American Oil Company have no 
tankage at our terminal of which I am aware of. That 
may be am error. JI don't remember it and have not 
had amything to dowith it? 
You havenever delivered oil into the producers, let 
me call them, the british American Company's 
storage tanks in Calgary? 
No. 
You have always delivered it into your own? 
That is right. 
And you then only charge them 15g? 
Tat is right. 
Anything else which they pay for handling or loade 
ing or anything else, if they do, they pay it to 
somebody else besides yourself? 
Yese 
Now the Lion Refinery, they also pay you merely 1L5¢? 
Yes. 
And you deliver that oil where? 
We deliver it into our tankage and at their order 
Geliver it as they rewire it, either into tank 
cars, the Imperial delivers it into tank cars or 
if they require it at their refinery it is delivered 
through a pipeline to. their refinery. 
Do you deliver it first into your storage tanks? 
Yes. 
TH= CHAIRMAN: The Royalite? 
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MR. FRAWLEY: et what does the Royalite do with 
it further than that? 

Actually they do nothing. The Imperial Oil on Mr. 
Plotkins' instructions does that. 

THE CHALTRMAN : Any charge for storage? 

There has not been to date. 

MR. FRAWLEY: You put it in your storage there 
in Hast Calgary and if Mr. Plotkins does not take 
it out immediately, there is at least no storage 
Gharge you say? 

Well there has not been to date, Mr. Frawley. At 
the present time Mir. Plotkins has 2790 barrels of 
oil in storage, 959 barrels of which has been there 
for 18 days and 950 barrels has been there for 12 
days, 878 barrels has been there for 1 day and there 
has been no storage charged on it. 

Now there is something there which I think is germane 
to this, do you own any storage in Hast Calgary? 
Not own it outright. We rent storage. 

You do not own any? 

No. 

You do rent certain storage? 

Yes. 

THE CHAIRMAN: In Hast Calgary? 

Po wie Hast Calgary nefinery. 

Is that different from the storage tanks which you 
have just been speaking about for which you make no 
charge or are you talking about the same one? 

Mr. FRAWLEY: we are talking about the same 


storage tank. 
THE CHALTRMAN: You have moved to Hast Calgary now? 
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MRe FRAWLEY: Let us be clear about that, I will 
keep roughly to Hast Calgary, that is the imper iak 
Oil Limited refinery plant, that is in Rast Career? 
Yese 
And that is the place you say you have storage into 
which you moved Plotkins! oil? 
Yes. | 
And the British American's oil? 
Yes. 
And the Imperial O11 Company's 011? 
Yes. | 


Now that is called the koyalite Oil Company's storage 


tanks? 


Yes. 

But you do not own them? 

The pipeline division of the Royalite Oi1 Company 
controls that storage by paying rental. 

Well you might go further and say the Royalite Oil 
Company controls it, by paying rental to the Imperial 
Oil Company? 

Yes. 

The tanks were built by the Imperial Oil Compm y? 
Yes. 

And you pay them rent? 

Yes. 

You pay them about $3,000 a year roughly on that 
storage, I meam per month, about $3,000 a month? 
Spproximately that. 

About how much storage have you got there? 

200,000 barrels. 

well now IL venture to ask you, why you pay any 


storage, why you want storage, why the Royalite Oil 
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Compeny wants storage and rents it from the Imperial 
Oil Company, when I would think that &t all times 
the tanks are in large part filled with Imperial Oil, 
Company's Oil? 

4 The furnishing of storage at the terminal of a pipe- 
line company where there is more than one customer 
has always been considered pipeline practice; that 
is in vogue I think throughout the oil world today, 
any transportation company thet has more than one 
customer provides storage for the accommodation of 
those vustoners. 

Q well the reason I bring it up, Mre« NeLeod, so there 

will be no surprise, ir. Morrison has completely 
thrown that out of your account and I want to ask 
you something about it, why you feel you needed it 
and how it arose why you have it and why you are 
paying @é,000 a month to the Imperial Oil Company 
for this storage which you do agree, do you not, 
at all times about, what would it be, 80% of the 
oil in those tanks belongs to the Imperial. 

me I would not attempt to make a guess at the per- 
centage but I fail to see tle t that makes any dif- 
ference for the simple reason that any pipeline 
company who intends to give efficient service, 
should furnish tonenoleonen for its various 
customers throughout the season. 

Q That igs quite true and--- | 
Ani at the present time we are being asked or at 
least ie has been suggested by producers in the 
field that the storage tanks of the pipeline 


Company are inadequate in size to take care of the 
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producers requirements. 
Of the producers requirenents. 
For the simple reason that he wants to produce 
his well evenly throughout the year so that he 
can take care of the flush market without pro- 
ducing his well inefficiently as he did last 
year. 
This is Turner Valley storage you are talking 
about now? 
No, not necessarily. It does not matter where 
the storage is. You had better have it here 
where the Gall comes. It is better here than in 
Turner Valley. 
Just this operation in wast Calgary where you go 
into the Imper ial Oil Company's yard and you 
rent scme 200,000 barrels of storage from the 
Imperial Oil Company? 
Yes. 
And that is oil which is either the Imverial Oils, 
you told us about thi; morning. 
Yes. 
Or the British American, which you are moving under 
the contract Exhibit "29"? 
Yes. 
Or ir. Plotkins which is pretty small at least.. 
Well—-«< 
Well it is fairly small. 
He is using a fair percentage bf that storage right 
now, considering his’ volume throughout the year. 
Considering the size of his plant? 


He is using practically 2800 barrels of it. 


“4 


an 


ae 


¢ 


oh 


ey 


John MicLeod 


£ 


| - 765 + 
And you have 200,000? 
Yes. | 
Well I simply want to give you every opportunity 
to make whatever statement you wish because you 
are the man to make the statement, because as I 
Bay we have, Mr. hiorrison hes thrown it out now, 
and if you have anything more to say now, why 
you should have that storage in East Calgary, 
now what were you saying when I interrupted you, 
about the producers in the field? 
I merely say this, Mr. Frawley that if, there was 
gting to be an enlarged storage that Hast Calgary 
is the place for it and not Turner Valley. Turner 
Valley can take care of the requirements with its 
present storage :n@ if this complaint of the pro- 
ducers is carried into effect ard it becomes a 
duty of the pipeline company to provide that 
storage,-I am saying that, there is room for an 
argument there,-but if it becomes their duty then 
the place for that storage 1s in East Calgary. 
First cf all, you have never accepted that duty 
because none of this oil which goes into this 
200,000 béirrel of oil storage is your oil. 
line NOLAN: Wo, no. We ave a pipeline company 
at the moment for the purposes of this discussion 
and the witness has said that one of the facilities 
which must be provided by the pipeline department 
or company is pe har storage. The witness was 
not arguing as to who owned or Gia not own the oil. 
It was whct was being provided to the man who is 


having his oil transported over the pipeline. 
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MAS FRAWi@Y: all right. 
Q Mr. FRAWLEY: Now we have three people now being 


serviced in the matter of transportation of crude 


oil? 
& Yes. 
Q We have the Imperial Oil Company and you told us 


you made delivery to the Imperi:. Oil Company at 
the gate, at the edge of its yard in Hast Calgar y? 

Ls Yes. 

Q So after it passes thet gate, I suggest to you it is 
the business of the Imperial Oil Company to store the 
Oil which it purchases from you. 

A Not the oil, then by the same token the British 
American should provide their storage and Nr. Plotkins 
should provide his storage. 

A They seemed to think they were going to do that be- 
cause they say here in so many words that they will. 

A They never have done that. 

Q Because perhaps you are big and kind-hearted enough 
to pay out the $2,000 to provide storage? 

A No, it is not kind-hearted, iir. Frawley. We are not 
a philanthropic institution or anything like that. 
We are in this business to give service and that is 
one of the servicese If you investigate the pipe~ 
line business and the services which are provided 
by other pipeline companies, as I said before, who 
services more than one customer at one point--- 

Q hire MeLeod. I do not want to press it too far, that 
is what they may be doing in the United States. 

THE CHAIRMAN: I was going to suggest that perhaps 
Mr. Frawley's aifficulty is, kr. MeLeod, that you 


oa : 
‘ 
ee 2 on ta ae oy , bet 
- 43 cE re = ; E > nt a 
es 4 ot : : i - : 
. Kg 3 ro) ait oo es. de =, rs pent 4 - «eel ° 
eee . ow a 2 $ = = @ 7 Pie wage oF = Bg Pee coma s ve 
= - ay ‘ey “ ae ij oan Ss ee) es = ’ s = pe or ae bie ead ~ = 
Sa a r > at a ae oa “+ ‘ ° 2 2 ve Ve o, y E ao =< orn land — = 
neo a es 7 epee “Se > sex ~% % = we — e va 
ea ies Pa <o e 5 x we sue : y a Eo 
é Ne Newt Pin SH = ay we = : ‘ee R ar Ss ‘ “6 = 
: * Sree > re = -. : 3 : se : u i Z : i) 
ae foe * a tee > ae z ae ra Ge 
¥ a é 7 4 s i es es — tl 
é - : E ¥ te S, ae . es a i ut ac 
;. ” =! Ron ‘ we + £ - do! ‘ =r 
* . . a 2 a Som a ale 3 ;: : 
ae = oy ee a > : : me Be 2 —_ 
‘ ee bs 5 : ie eis ae . aay ch “. a WE: 
. » o ae be re See ‘ 
: ‘ 0 ae : i ap J : 3 > = 
ee : 2 . . . Ry: Roe iv. 5 . 
eae # a § Rex Sa 4ee z . 
o ~? bs age , ry = r R - a tt % 
: oy Pa 3 5 2 ; . ; = a rs ee r-4 po 
: ms = es ra : : 
toon Peed 5 ‘ a ey vam ae . o 4 oa 4 jets 
‘ ; 2 3 Pe epsaet ale -< ai 
. Pil ne « - * 
x ER ée ‘ 5 5 he 
A 7 : \ - ‘ “4 Fe 
: = wag =f ae : oS ss 
4 rok - 2 2 < 7 . - Ay 
E + ee = 3 4 : iS 
i Z : tes > : 5 - : tank 5 = 
ae es ‘ a 3 5 ape ms ~ Be ns ri re - ee z 
coe es 7 - aes a s e =! < = ee 
om ms i ava ta es “5 id ~~ 2a 4 = F - ae 
> Che, : se * ae = j he s.8 ma 2 race E ae 
= 5 es - : oem a pet yy 4 : 
cig 3 fe = Kar. oes = ; ae 3 *. a 
a . - 3 = ae 5 ie ie ahs - t 
y y Sees ttat = re - - 
. “ = e es > = - 
ea aes a ‘ : pret os Ey Z : ~~ Sa A~ 4 
: _ Z, : - ca i “ “. , 3 pa bo ras et 
oe. 2 ak a ; : 4 : aA : &: : “4 3 
6 Z ra, Baez aoe + a 4 2 th, 4g ¢ - “a 5 
7 > = . -- > ~*« 0 hy * 
a . s 3 at e eS a a = aS _ u - os 
: ee : Bog - 3 Sia a t% “> >t ry 
or. e a ae * 4 =—s +e 2 — = A A 
i ea ; : as ; a =: x ; ay bee “ 
: ae - vy tee Gey ce ° 4 o* 
e i ai) a) ee Hg ; ae rt 4-5 Z 
iia x es ‘ way E od — 
“7, ; ; sei} : x ee a “iJ 
E ‘ tes ea ~ "| we 
we a sues mae be é “ 
E = ’ 
e Pe ” Be : ee rs ~ 
aes ee ak rea an a ar ay z e 
fe, : 2 : - oe ~ mie £ 
2 - nie ~ 
= E 3 3 ees hae ios ha! oct t2 ke ee + 
< : ert He > ; : — - -t -t 
a aoe ham, a ~_ oe 2 os. 
«4 ss Fea re os r ro - << 
Ses Ble ~ = pa - , 2 = E 5 ran at 
* F rise 7 ae - z ks 
ie 4 5 
ee 2 j ¢ ths 
a ‘ _ : : 
1 a ce : 25 - si ~ ‘ =x 
hs s = mint . 
. ci ie B: S , at sient aon + r - 
: CER, Kot 2 eae ian - ea es F 
: = E : 3 z - — S 
: iasy =4 Me : ; : bens 
ae oF cid om) Fi eae: ‘ 5 bey . Fi 5 . 
sae eos aed cx : ~: : = . a 
ae ‘ al — < - - - ) = si 
ae peer - : S os 
re nue > . thee 
~ y 
4 Pers 2 
a 


John McLeod 


fT Paice 
have impressed upon him that you are merely the 
agent for the Imperial in gathering this oil? 
Yes. 
And having gathered it as the Imperial's agent, 
he 1s querying why you should pay rent to your 
principal when you have your principal's goods 
to store. 
I would explain tmt, sir, by saying that my 
principal is the best customer that I have in 
this particule r place and if my other customers 
are entitled to this service then why not is the 
Imperial Oil. In case he is my principal, should 
he not have it? 
Mire FRAWLEY: anywoy what your good customer does, 
he builds 200,000 barrels of storage urd yeu rent 
them from him and pay him 42,000 a month. It is 
his oil and you say that is part of the service 
you should render? 
Pt is’ fot eLl his oil, lir. Prewley, not alt. 
Oh no, there is the British American's oil and there 
is this little bit for Mr. Plotkins. 
frere La lire Plotkins™ ott. 
I want to ask you about that, because that is a point--- 
ids JOR LIPSETT: Is there not another factor to this, 
Mr. iieLeod, you collect this oil for not ing for the 
Imperial Oj1 in the Val ley’? 
Oh no, sir. I gather it and trunsmit it. 
You buy it for them? | 
We buy it for them. 
You buy it and then you fiake no charge for that 
and then you ship it up to Calgary. 
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Are you not putting the Imperial Oil in a very 
favourable position, if you pay them $3,000 or 
$2,000 or whatever thousand dollars a month back 
out of what they are paying you, as against 
what these other customers get in the way of 
benefit out of the pipeline? 
The other customers have the benefit of that 
storage indefinitely, sir, just the same as the 
Imperial. 
Yes I know, they have but the Imperial 011 is 
given the benefit cf that storage plus $3,000 a 
monthe 
Well it cost them money to put the storage there. 
I assume it did but they would have to have that 
storage anyway,would they rot? , 
They would if they were getting oil from iiontana 
or somewhere, they would have to have this storage 
and very much more. 
Very true, and they are getting a refund from you 
of $4,000 a month over and above the benefit that 
these other customers are getting, are they not? 
Having made the investment, if you put it that 
way they are. 
I am only putting it to you to get your view on it. 
Yes. 
I am not expressing any opinion of course. 
MR. FRAWLEY: Now desling at once with the Lion 
Company, that Coxpany would prefer to have a 
totally different connection with your Company, 
putting their business on a totally different 
basis, would they nos? 


The Lion Compan y? 
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The Lion Company, perhaps that is an involved 
question, wut let me put the effect of it to 
you, the Lion Company applied to you to permit 
them to make « physical connection with your 


trunk line? 


Yese 


At a point immediately adjacent to their own re~ 
finery? 

Yes, 

Which lies along the route of the trunk line of the 
hoyalite Oil Company? 

Quit e- 

And if they had got their physical connection, had 
a service line fitted right into your trunk line? 
Yese 

And from there to their refinery, they would not 
have had any storage problem with you at all, it 
would have been their problem then? 

No, I do not suppose they would 

Your Company refused te give thm that connection. 
We did not think it was the time to make that con- 
nection. 

Will you elaborate upon that by making any statement 
that you prefer to make, why you did not give the 
Lion Oil Company that physical connection? 

we considered that inasmuch as there was a 2" line 
running from our terminal in, at the Calgary re- 
finery to the Lion Refinery through which all the 
Lion kefinery's requirements could be delivered 

at a lesser cost than it would have involved if the 


connection were made, with a smell amount of oil 
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which they required, that until their business grew 
te a point that would warrant the connection it 
Should not be granted and our estimates at that 
time are rather berms out by the fact that ur. 
Plotkins has taken, or the Lion Refinery has taken 
through the pipeline, this 2" pipeline, 145 bar+ 
rels daily average from the time they made the 
application. Now that hardly warrants a connect- 
ion and a gauger to go each time to Mir. Plotkins* 
Refinery and make gauges. 
I suppose lire. Plotkins, if he hed been foolish 
enough to insist upon what he wanted, he would 
have paid for the line, would he not, and paid for 
the gauger to go in there. 
Well there was no thought of that. You start mak- 
ing openings in the main trunk line for such de- 
liveries as that, you might have ten or a dozen 
of them before you get back to Turner Valley with 
the result that there would be a serious interrupt- 
ion in your main deliveries to the customers who 
are waiting for you with thousands of barrels in- 
stead of tens of barrels. 
I do not know what the prospect would heve been, 
you say there might have been a dozen different 
people who would want the same thing. 
No, I say it is probable if you make openings in a 
main line for someone who wants 125 or 150 terrels 
a day, you might have any number of them between 
here and qurner Valley, between Calgary and Turner 


Valley. 
I quite agree he is not the Imperial Oil amd he is 


ah 


: en 

° 
! > 
Ss ee 
= a, 4 
o 
i 2 
~- J 
2 

Cc. 

C? 
_ aera 
Ys . 
ve -4 


Be . 
; 
j .s Ss 
= 
H == 
— -t—~ 
| ' ss 
a oe 
¢ Ee 


John MoLeod 


&> 


A 


v 


TT 
not the British American, he is an independent 
refiner but he wants the erude oil delivered to 
him as cheaply as he can get it, and he would 
have to pay for that line. 

In answer to that suggestion, wir. Frawley, I 

think he has secured delivery at prices right as 
cheaply as it could have been done that way, his 
bulk taken into consideration. 

I doar know, now he is still protesting for that 
connection? 

I have not heard anything sbout if for a long time. 
i have not heard of any change in his attitude but 
in any event you did not give it to him, that would 
have got rid of any question of that storage ata 
running rf from Gne- Sper Tad C4 a. 

For Mr. Plotkins? 

Yes« 

But it would not have gotten rid of the fact that we 
would have had to send a gauger to bir. Plotkins' re- 
finery every time he wanted a delivery and someone 
would have had to patrol that line. 

And it wuld have been very proper to charge him 
with all that? 

Yes, we did not consider that iir. Plotkins suffered 
any hardship at all through not receiving that con- 
nection. 

Now what actually happened, so that the Commission 
Will know what the method is, what happers naw to 

a producer's oil, we will take a shipment of a 1000 


or 500 or whatever it is. 


I have all tae receipts here by month from the walls. 
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Perhaps I did not make myself clear, will you tell 
us, what physically he ppeas to kir. Plotkins' oil, 
just give us the story of it from the well head 
through to his plant in Calgary. 
The noyalite transmit the allowable from the Sun- 
burst well--+ 
From the Sunburst well? 
Yes, which produces iir. Pletkins, I understand hes 
bargained for or purchased? 
I want to follow it. It is put into the Royalite's 
gathering lines at the Sunburst well? 
Yes. 
snd irom there to the trunk line? 
Yes. 
And then what happens? 
It is taken from the Sunburst well to either No. 1 
or Noe @ station and from No. 1 or lio. 2 station to 
the central station in Turner Valley, from the 
central station in Turner Valley it is transmitted 
in the trurk line to Calgery. 
Now where in Calgary? 
To our storage which we have rented in ast Calgary, 
the East Calgary refinery. 
In the Imperial Oil Company in itast Calgary? 
Tat is right. 
Ana then when it gets there what happens? 
then Mr. Plotkins calls for it it is transmitted through 
tren. pipeline (oY by bane Gar or anyway that he 
may neminate--—- | 
Now so that I mcy understand, it gees firet fran 


your trunk line te your storage tank in hast Calgary? 
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That is right. 
And it passes by Mr. Plotkins! refinery in B80 doing? 
Yes. 
By a matter of how many feet or yards, by a matter of 


1500 feet? 


"Yes. 


And thea it goes to the storage tanks in East Calgary , 
of the Imperial Cil Company? 

Yes. 

TH: CHAIRWAN; Is the witness agreeing with that? 

MRe FRAwWLSY: Are you agreeing with that, Mr. McLeod? 
Yes. | 
Then ir. Plotkins wants tot ake all of it we w1l say, 
all of it which has come in yesterday or the last few 
days and what happens then, what are the different 
ways that it gets or might get to his refinery? 

If he wants to ship to Saskatchewan he sm nominates 
and we load gars on his order. 

Mn. NOLAN: We do note 

The Imperial Oil load cars on his order. If he wants 
Lt delivered-<- 

MR. FRAWLEY: To his own refinery? 

To his owt refinery the Imperial delivers it tc the 
2" pipeline which runs from the Imperial Oil Refinery 
in East Calgary to che Lion Refinery. 

The Imperial Cil has a e" pipeline whick runs from 
its refinery in Last Calgary to the Lion Refiner yR 
Yes. 

ts that connected with the storage at the Royalite 


O11 Company's Line? 


I du not know, I cannot answer that. I de not know 
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ma ili 
whether they transmit it from our storage to another 
storage when they give it to him. 

Q It is your storage, you have storage which you rent 
and you pay $3,000 a month for it? 

A Yes. | 

Q Now is this 2" line physically connected with any 
one of those storage tanks, you would know thet? 

A I would say that it would be reasonable to suppose 
that they would but I would not say definitely that 
they do. 

Q, Perhaps we can find tmt out during the noon ad- 
journnent. If it does not connect with these 
storage tanks of yours then it has to be taken to 
some other storage which does connect with the 2" 
line. 

THE CHAIRMAN: You can find it out at noon if it 
does connect. w#We will adjourn new. 
(THE INVESTIGATION WAS Hanks 


ADJOURNED AND RESUMED AT 
ee Pine ) 


(Page 775 follows) 
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sxkamination of John wWeleod 
resumed: 

3) Bee Sse ReWosy Mr. MAcleod, did you ascer- 
tain if that two inch line vhich you say could and 
does serve iir. Plotkins' refinery, whether that line 
runs into the Royalite Oil Company storage at wast 
Calgary or not? 

a The two inch line that connects with the pump house 

of the Imperial Oil Refinery in szast Calgery is not 

connected to that line which is rented by the Royalite, 

but there ts a suction Line that is the intexev and the 
pump runs from the storage tank which the Royalite 
rents from the Imperial to the pump house of Imperial 

Oil, and the two ineh line which serves the Plotkins' 

Refinery is on the discharge end of that pump. Therefore, 

the oil that Mr. Plotkins receives from imperial Oil 

through that two inch pipeline is taken from the tanks 
that are rented by the Royalite Oil Company from the 

Imperial Oil Limited. 

So that the line, as I understand thenthat runs to 

or ;sar his refinery is physically connected the nwith 

or by the intervention of some pump - which is physically 

connected with the Royalite Oil Company's storage? 

A That is right, Mr.Frawley, it is taken direct from that 
storsge to that pump and delivered by that pump to Mr. 
plotkins' Refinery. 

Q Do I understand this, :ir. Plotkins delivered you the 


production of a certain well for which he has made some 


purchasing arrangement? 


Yes. 


And you run that into your storage in wast Calgary? 
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Yes. 


&2 


ee ag 


i bes a co ner mer 


Aree ae ear pee 


y) ya; hie Bah ven age 


tie a 


shee thay dhe nai eee “bina 


M-1<-2 
John 


£2 


A 


ay 


LD) 


A 


Meleod-Dir.wx. 
~776= 


And when he gets oil from the two inch pipeline from 
the storage in #ast Calgary, does he get the very oil 
that has bean delivered,or oil of similar gravity from 
the general storage stock of your Gompany? 

He gets what is generslly called the pipeline run. 

of oil. Yu understend, that we have one pipeline 
system which serves all these 60 wells, not 60 but 

we will say approximately 60, in Turner Valley, 

That oil from the time it leaves the producers' tanks 
until it reaches our storage in fast Calgery loses 

its identity by heing mixed with oil from 50 or 58 
other wells. 

So that strictly speaking you are not a comion carrier 
of im%  plotkins” oi1, are you? 

I think the word "common is mis-used there. If you 
Will allow me to correct you we will say we aig not a 
distinetive carrier. 

You ere hot a carrier of Mr. Plotkins' o1i17 You do 
not take kr. Plotkins' oil in the Valley and deliver 
him that particular oil in his refinery, and out of 
your storage tanks in wast Calgeory? 

‘7e@ make no distinctive collection or distinctive delivery. 
That is true, but really all that is happening is that 
he is turning in or taking from the field storage of 
the Sunburst well a certain quantity of oil. 

Yes. 

And a day or two, or some time later, you are delivering 
to lir. Plotkins a composite of the pipeline run in 
Calgery? 


That is right, but I think that requires some explanation, 


Mir. Frawley. 
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Iam not being critical, I just want to know what 
the facts are? 
The fact is there is a posted price for each gravity 
of oil, and for convenience we will say that Mr. 
Plotkins' oil at the Sunburst well is 45 gravity. 
That means a certain price, and lr. Plotkins is 
credited with the amount of money that posted price 
demands. “hen we come to deliver to Mr. Plotkins we 
find we have onlv 44 gravity oil which is 2 oeents per 
barrel cheaper,then Mr. Plotkins is chargeg with 44 
grevity oil at that posted price.If it is 46 
grevity oil, lr. Plotkins is charged with the price of 
his oil plus 2 esents fer the increase. Is that clear? 
what was the gravity you started with a moment ago? 
45 only as an example. 
Supposing the Sunburst well was a gravity of 45, 
and that is all lr. Plotkins wanted, 45. His operations 
he thought, called for a gravity of 45. 
Yes. 
well, when he makes use of your pipeline facilities 
he just cannot heve any assurance that he is going to 
get the 45 gravity oil? 
Wo. Wo guarantee, he might get 46 or 46. 
And it is a physicsl impossibility to do that you say? 
Yas, unless you had qa pipeline running to Calg:ry for 
each well in Turner Valley. 
So that I will extend that a Little bit. I am told, 
and perhaps you understand the same, that a small 
refiner desires as high a gravity crude as he can get, 


does he? 


I am not a refining expert, but it is netural to suppose 
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thet he would. 

Q Because he has only a skimming operation which means 
he wants to get as much gasoline content in his one 
Simple distillation operation as he ean? 

A In other words, he would like to pick the ripe fruit in 
Season, lesving the rest to the others. 

Q We will get to that by other stages, but that is the 
inevitable result. The small refiner in Saskatchewan 
or Alberta from his selfish point of view, desires 
to get the highest crude gravity? 

A Yes, he does. 

Q And if he goes to Turner Valley and finds such a well 
he has to make some other arrangements then your pipeline 
to enable him to get that particular well's gravity 
not mixed with anything else? | 


If he wants the production from that well it would be 


bs 


necessary for him to make other arrangements. I could 
not guarantee him that. 

Q Is there anything your Company can suggest at all which 
would enable that small refiner to get that particular 
kind of crude he wents? He has to take pipeline 2un 
when he deals with your Company? That is right? 

A Yes, if he deals with our Company. 

Q Now then, just following thet up. You have contrects 
with many wells which requires the well Company to turn 
over all its production to your Company? 

A a allowable production. 

Q Yes, subject to all valid statutes anyway, they must 
deliver their oil to you which means for practical 


purposes now, the allowsble set by the Conservation 


Board? 
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anet 16 right. 
And let us suppose that one of those wells was a 
well producing a rather high gravity oil? 
Yas. 
ind one of the small refiners of whom I have been 
speaking, approaches this particular well and 
seeks to obtuin its production exclusively and 
without the inter-mixing of other gravities, whet 
would be your attitude towards the well company 
in thet instence? 
Are you Sxeaking of requiring this high gravity oil 
for the rush period of the market or are you speaking 
of 365 days of the year? 
I would teke it both ways. I would first take it 
thet he wants the production from that particular 
well on 365 days of the year, and he is faced with 
the fact that the well compeny, with whom he wants to 
do husiness, has contracted with your Cpmpany to make 
delivery ie the pipeline. Is thst a fair questi on? 
What would you say’ Simply say "I am not interested 
in that? I hseve a contract end expect you to make 
delivery to the pipeline.” 
I would expect the man to live up to his contrect. 
Then that answers it, because I mean if he wants it 
only for a part of the year, then much the more so 
you would say I am not going to give any concessions 
to you. That would be your answer. 
I would answer that I expect a man to live up to 
his contract, after having made it.in good faith. 
Yes, that seems reasoneble. 


M\ JOR LIPSET?T: You kuy some oil say at 
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43 gravity and some at 45 down at the field? 
Yese 

Q Is that all mixed up in the pipeline, or can you 
bring 445 to Calgary and some 45? 

A No sir, in the first place it is gathered. ‘Ye have 
two main gathering stations, as will be explained to 
the Commission later, in the Southern part of Turner 
Valley. ve have a main station in the central part 
of Turner Valley where our trunk line pump, that is 
the pumps that pump the oil from that point into the 
Calgary terminal. This oil is gathered in the South 
end into either one of these stations, what ve call 
floating storege. It is measured at the producers' tank 
and is then pumped from that tank into either one of 
these stations into the floating storage. The reason 
for that, Sir, is to avoid having high pressure 
pumps at each well which would send that oil 10 or 12 
or 14 miles to the main station, this can sll be done 
and produced in those Namber 1 and é@ gathering stations 
in the South end of the Valley by means of low pressure 
pumps. At those stations we have high pressure pumps 
which forces that oil on from that point to the main 
station at Central Turner Valley. It is all a matter 
of economics and it is all blended. You asked the 
question? It is all blended. I Know of no better 
word. 

Q BY iff, FRSWLIY: IT want to go beck for one 
question to this matter of your storage in ast 
Calgary, and then I will lesve at. [want tocGgoai: 
your attention to Clause 9 of the agreement of the 


18th of September, between British Am’ricen Oil Company 
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and your Company, ixhibit "29", and I will substitute 


for the word "producer" the British Americen Oil 
Company, and the vord "transporter" the Royalite Oil 
Company. "The British Americun Oil Company agrees to 
have sufficient available storszge at its Calgary 
storage tanks for rec:iving for a period of ten days 
consecutively at the rate of six thousand (6000) barrels 
per day. Should the British American Oil Company 

at any time be unsble to accept delivery in Calgory 

of its “eil from the Royalite Oil Compeny, the Royalite 
Qil Company may refuse to accept further oil from the 
British Americsn Oil Company in Turner Valley until 
such time as the British Americen Oil Company has 
adequate storage capacity at Calgary, to recéive the 
oil ready for delivery. atter eny delivery or ors 

by the Royalite Oil Company hes been commenced, it will 
not be blocked or stopped by the British American Oil 
Company until the Royalite Oil Compsny hes compile ted 
said delivery of oil." 


and the next clsuse 10 is the one thet provides: 


"The British American Oil Company agrees to pay the 
"Royalite Oil Compeny 22% cents Canadian funds for 
“each barrel of oil delivered by the Royalite Oil 
"Company to the British Americen Qil Company storige 
"tanks in Calgary under the terms of this contrect, 
"payment to be made within fifteen d-ys after 
"Royalite Oil Company has rendered British American 


"Oil Gompany an invoice for said transportation services! 


In view of the fact by this contract you can refuse to 


accept » further oil from the British Americen in Turner 


Lie is 
in ed 


a 
bee? Rey 


Cea ue Ke 
aan) Eye ve 


a i 2 Gs i fs 

; j - ’ Ne 

: ae 2 

i ey ay 4 

; SR sh ay FMS on a Poo 
e% ie - SP 
Re va ‘ ; 
ir: 

i r Oi oanre 


< 


: eo ae aeee ‘ 
4 aieiealeeib Be Se ie SLB es gr 
A # a 
i - 
f ‘ Ae aia) pretors i a 
( ' f i t +e ee vrs et, fe a ay id i 
ete #\ 
' 
four tacky 
ri ais 
Le a 
. nf 
‘ r-" 
ean Tye Me eG 
cou ia tan ets 
o ks 


: Py r=) WA eRe | Pec) et tae ae ‘ 
a Sac i a TRS Ws an Mls Be EIEN t 


patie ey 


“mee molt a 


7 ms A 

ha sah ie ey ss 

a rebt oh et 
She ae Pe be 

Lah AES te 


vege cite: ( 
; Ba drat : eat ieee eee Ls nse xis a te ; 
ee, 1, 
el Bde ie es ey tA wel Lh Lit, sa ideale Me ae 
ee pt a5 | 
= I} 
e a oO Ake te ue peMLy” § a 8s 4 
iy b + ea ; wel” A ne iy’ a 
py fe i oe wh arg hie | vrs Dv at ; } 
AES is, - oe. oe Vga nie Piggy ni / 


the: Gndty seu 


Eee | aerega ae, Pee 


NM-1-8 
John 


&L 


a te 


McLeod-Dir .Ex. ~792- 


Valley until such time as the British American oi1 

has its own adegdate storage at Calgary, I just ask 
you again, have you any further explanation or any- 
thing further to say about the fact that you have gone 
to the-length of renting for_y~d000.00 a month storage 
in jast Calgary to take care in part of the British 
American Oil. 

Any more than this, Iir. Frawley, that there has from 
time to time been discussions with the British American 
and that contract hes been verbally altered to this 
extent, that we have agreed to supply the storage,which 
in thet contract was implied, should be supplied by the 
British American. 

Was there any change in the consideration, the monetary 
consideretion to aocrue to you in that contract? 

No more than the volume that the British Americen 
handled was more than was contemplated in that 
contrect, and we considered the volume repaid us for 
the consideration that we have gxtended to them. 

They agreed to pay you 22% cents? 

They are quite agreeable to that. 

And anything said about minimum or maximum quantities? 
No, there is an amount of oil mentioned in the contract 
that we are supposed to deliver for that price, but we 
exceeded thet month by month, and month by manth, And 
voluntarily reduced the price to 17 cents, due to : 
volume entirely, subsequently reduced it to 15 cents, 
due agoin entirely to volume, and any consideration 
thai we have extended to the British American and our 
variations from thet contract are due entirely to the 


fact thst the British American has given us move business 
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through the pipeline than we anticipated when that 
contract was made. 
Q You spoke of e quentity. Just for the sake of the 
record, the egreement provided that you would agree to 


accept and trensport up to 09,200 barrels every four 


weeks? 
A O'S. 
Q Or such further number of barrels as you could reasonably 


transport from time to time over the transportation 
requirements of it and related companies, that is yours an 
related companies? 

if. YeSe In explanation of that I might say, Mr. Frawley, 
that the capacity of the pipeline was considerably limited 
to what it is today; that I cannot give you the exect 
eapsacity of the line, but it possibly was not in excess 
of 11,000 barrels. ‘ishile today the pipeline will cerry 
40,000 berrels to take care of peak loeds when the 
markep requires it. 


So thet ell the concessions which you have pointed out 


£2 


that hsve been made to the British American Sinee that 
contrect wes drawn, end which are of a verbal néeture, 

have been mede due entirely to the volume of business that 
the British American has pleced in the hands of the Royalit 
Oil Company? Have you any minimum to move through the 
pipeline from anybody? You have only three people. 

A Oh no. The maximum offered is the allowable set by the 
Conservation Board of each well, but no minimum. 

Q But I thought in other places,I understand that the 
pipeline rate is based upon the minimum offered, so many 
barrel s? 

A I think in our purchase contract we set a minimum amount 


of barrels we will accept for shipment at one shipment. 
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Q How much? 


A I heve fcrgotten. ‘‘e will prodGuce a man who will tell 


you all about the contrect. 


(Go to Page 785 ). 
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MR. FRAVLAY: Iwas going to the contracts 
now, but you prefer, Mr. Nolan, to have somebody else 
deal with them‘ 
l:R. NOLAN: pase 

Q Mh. FRAVULY: I would like to go now to the 
" physical Time itself, and just briefly wilt you veld us 
when the line, just tell us something about the line. 
YR. WOLAN: Ll wonder, Mr. Chairman, if 
you would agree with me to ask Mr. Coultis those 
questions. I have brought here today for Commission 
Counsel, the Superintendent of the pipeline systen. 
He will be prepared to say when the lines were made, 
their dimensions, their life, their physical charecter- 
istics and go into detsils as to the gathering system, 
so if my friend does not mind, perhaps we can get that 


another way which might save time. 


Mie FRAVULSEY: Very well. 
THA CHE IRMAN: tL think so; tur. Frawley. 
Bite WRAY Lal Ys Now there are some guéstions, 


ime Tolan; Whieh I will not pursue eny further than 


Should. 
THE CHAIRI:AN: The cost iss factor in this also? 
lie NOLAN: Yes, we will produce the 


accountants who have extrected from the books of the Company 
the actual figures and the actual investments put into 

these lines throughout their lifetime. Those figures, 

of course, heve been made available to the accountant 

for the Commission, but we feel it our duty to bring 

these before the Commission, but we would like to bring 


them forward by somebody who can speak accurately as to 


what the books disclose. 
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MR. FRAwlLey: S11 right. ‘ill this gentleman 
be able to talk about the policy of the Company? 

lik «NOLAN: Ko, not the policy. 

Me. FRAVLLY: I want to heve it clear on the 
record then,you heve told me what your policy would be 
with respect to & particular woll that hed a particular 
gravity, which a small refiner might think best suited 
to his operations, and if that well had had a contract 
with you which required him to deliver his oil to the 
pipeline wherein it would lose its identity andbecome 
ultimately just pipeline run? 

Yes. 

You say you would insist on delivery being made to your 
Compe ny in strict accord with the terms of the contract, 
regardless of the inconvenience which must therefrom be 
visited upon the smell refiner? 

Yes, and I might add to that, ir. Frewley, that it is 
the privilege of every refiner, of every purchaser or 
prospective purchaser,of crude oil, to deal with the 
producer, before or after his well comes into production. 
It is his privilege to make any arrangement he msy with 
each and every producer. No one has been coerasd. 

No, I would not think so, but to use the expression, 

it would depend upon whether the Royelite was there first, 
or the British American? 

Or they came to the Royalite. 

They got together first? 


Yes e 


You do realize, just to follow that up, so the Commission 
will see what is vy point, and see the purpose of this 


examination, you appreciate that a large Company with 
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a refining operation which includes the operation of 
what is called ersacking equipment, can handle pipebins 
run when a smaller refinery might find it difficult to 
handle pipeline run? 

A I would suggest if he contemplated using Turner Valley 
erude in the future, that he correct his deficiencies, 


the deficiencies of his refinery. 


Q And make it, buy the cracking coils, and put them in his 
plant? 
A Correct the deficiencies of his refinery. 


Q If that was the deficiency? 
A Iam not a refiner. I cannot tell you whet the deficiencies 
are, but whatever they are they should be corrected if he 


intends to take Turner Valley erude. 


Q He would hav to make whatever changes are necessaryé 
TH CHAIRMAN: Or transport his oil by tank 
or truck. 
A Yes. 
Q i. FRAULEY: Thet is, of course, if the parti- 


culer well to which he goes to gst his high gravity crude 
has not been tied up to your Company or the British 


American? 


. TOLAN: Has not entered into a contract 
with them. 
IR. FRAWLSY: There is nothing sinister about 
this. 

Q MW. PRAWLEY: Has no contract with your Company 


or the British American for its output? 
A Yes. 
Q Now you can tell me, i. iokeod, something, although ir. 


Goultis will fill it in with more detail, you can tell us 
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whether or not the gathering lines and trunk, the three 
trunk lines, you have three trunk lines? 

4 we have one trunk line system. Mr. Coultis will go into 
that fully? I could answer it verv briefly. 

Q Just briefly? 

A The first was a four inch line laid in 1925, and subse- 
quently to that there was a brench laid to it and sub- 


sequently to that another branch, it is all one system. 


Q Yes, you are speeking of the trunk line now? 

A Yes. 

Q And that trunk line is in quite good condition? 

A ZT would prefer to have Mr. Coultis answer ‘thet. She knows 


more ahout’ the condition of that trunk line than Ido; 
much more. 

ii. HOLAN: Tnere again T- intends vand i dé 
intend, and my friend has been advised as to this; to 
bring evidence before the Commission as to the existing 
state of the pipeline itself. PainS have been teken 
to examine it, not.of course in its entirety, but by digging 
holes at proper intervels to examine what the effect 

has been of these chemicals conteined in our soil in 
this. country, upon the particular Kkand of iron or e@t6el 
that the pipe is made of, and all that» will be gone into 
in the evidence of people who are in a position to speak 
effectively about matters of that kind. 

MR. FRAWLIY: Vell “new, fxs ierrisonrvasited me, 
will thet same man sneak as to the probable life of that 
line, that is what we are interested in* I am only 
asking these questions for Mr. lorrison's benefit. I 


want to know whether it is the really good line that l 


am told it is. 
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MRe NOLAN: Oh yes he will. 

Q Pe PR WEBY: Now, liz. MeLeod, have you had 
any applications. « «se. 

THE CHA TRIN: Whether it is really good or 
really bad, you want to know surely how long it is going 
to last and perforin the funetion which it now does? 

WR. FRAWLEY: Yes. I could ask ir. sieLeod 
Some general questions about that, couldn't 1, we do 

not went to unduly labour points you sre going to take 

up with other people. 

THE CHAIREMAW: There is a purpose in duplication 
of course, but Mr. MeLeod is apparently able to speak 

as to the policy of the Company, and in the line of Known 
profits or losses, I mean things that these specialists 
are not going to speak about, that is the reason I 
suggest that you should g et that out of Mr. iieLeod. 

MR. FR/WLEY: I will pursue the thing I 

was on, iir. Chairman. 

Q Mie BRAWLEY? Have you hed any applicetions 
from any other persons or Gompanies, except the pion 
Refining Company, fur a physical connection with your 
pipeline for delivery to a refinery? 

a No one, oxcept people who are signing contracts for 
the sale of the oi). 

IR. NOT.AN: Mr. Frawley means at this end. 

Q ies © BRAWLILY s At this end, have you had any 

Similar applications to Mr. Plotkins', you know whet 

he made? 

No, no, none whatever. 

No application of thet kind whatever’ 


None whatever. 
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line system? 

In the year 1938. 
In 1938? 

Yes. 


Was it commenced in 1938, or was it prior to that? 


Pp © b&b © & 


That just depends, .Ir. Frawley. We laid part of the six 
inch line in December,!or in. the Latter part of!1937, 

we completed that six inch line in 1938. 

Q Yes. You did the most of the construction of it in 19387 
A No, I would say it was about half and half. 

Q Then let me get it egain, you commenced the construction 


Ofethe six inch line-in what month of LOST? 


A I cannot give you themonth. Mr. Coultis can give you 
that. 

Q Now, in the late part of 19457, September or something. 
Mi. NOLEN: We will give you thst. 

Q eww, ERAIGSY: was it in September, tur. Coultis, 


that you commenced the construction of the six inch 


line? 
tees “GOULTISS No, it was in October. 
Q MR, FREMLSY: Then the construction of the six 


inch line was commenced in October 1937, and then there 
was an interruption during the cold weather, was it? 
A No, it was looped into the other lines, and then "sed. 


Q And you completed it in 1938% 


& Yes. 
Q In what month? 
Mi. COULTIS: Tn the month -of ley. 
Q Meee FR SILEY: Now at the time thet that invest- 


ment in the six inch line was made. was the probable 


life of the Turner V.illey field teken into consideration? 
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I would not say that that was taken so much into con- 
Sideration, that is the total life of the field, as 

the fact that the market requirements during 1938, 

due to the fact th: t practically all imports had ceased 
from across the Line, was the deciding factor in laying 
that six inch line. 

Well, but surely the probable life of Turner Velley 
entered into it? 

Now..se.. 

Do you mean this, Mr. McLeod, that there tias just eo 
much oil coming through that you had to take eare of it? 
Yes. 

Hven although it would only last a month or two, or a 
couple of months? 

Of course there was nobody was as pessimistic as that, 
not as pessimistic as a couple of months, no. 

Vas there anybody who was as pessimistic as e& couple of 
years? 

Tsao not recall distinctly, #r. Prewie yy «thet theslife 
of Turner Valley was seriously considered. 

In this instance, that is something...-.. 

Atieany rate I am. free to say towyou that I have never 
prophesied on the life of Turner Valley. 

Neither up nor down? 

Neither way. 

THE CHAIRIMN: Vhy? 

Because I am not competent to do so. 

What are Mr. McLeod's qualifications in the petroleum 
world? 

Pee Re MT 2Y: Vir. MeLeod, we have been asking 


other people that, will you begin at the beginning and tell 


Ge Souroumiel, He 
sngat Cite | 


Oe 


John MeLesod. L793. 


us What your life ie the petroleum industry has b@en? 

f Yes, I left school when I was 14 years old. Ll possibly 
walked through one or two schools, ana I think I had 
the privilege of walking through a University onee, 
but I have never sat at a desk studying since Iias 
14 years of age. I went to work as a roughneck, what 
is called a roughneck on a drilling rig. 

Q Where was that? 

A Petrolia, Ontario, at the age of 14, and I have been 
at it continuously since. 

Q Take it by stages, so that we will have it on the 
record? 

A ert worked in the Ontario Tislds) until LOL, 

Q Now then, that is quite a long time, in that same 


Petrolia field? 


A No, various Ontsrio fields, Petrolia, Bothwell. 

Q S11 down in that same part of Onturio? 

A Yes. 

Q And by 1919 you-h4d got considerably beyond the rough- 
neck stage, what were you doing in 191L9* 

A I was menaging 8 small company, a field superintendent 
at least of a small Company down there. 

Q Vas that an Imperisl subsidiary? 

A We, no, It had nothing to-do with Imperial Oil. 

Q It is not an Imperial Oil subsidiary, not even yet? 

A Not even yet. It is owned by 4 private individual 


=~ 


at the present time. 


“Hen did you first enter into the services of the 


sD 


Imperial Oil? 
THE GHA TR Ns Let us go on, that is up to 


1919. 
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ie PRAVL IY: Yes? 
Pea VOZO ce. 28s . 


Tell us from 1919 on? 

in 1920 I started working for the Imperial in the 
capacity of what is called today a tool-pusher, 
Iwas later with two or three drilling rigs. 

Where was ths t? 

That was in Ontario. 

Yes? 

I was transferred from Ontario to ‘vestern Canada. 
When? 

ote in 1920. 

Yes? 

And I remained here until 1923 when I was transferred 
to South America. 

What did you do when you came to Vestern Canada? 
Well I continued to look after these drilling rigs 
for some time. I cannot give you the exact date, 
but the Royalite Oil Company was formed early in 
1921, and I was its first field superintendent, 

You ceme out then as part of the creation of the 
Royalite Oil Company? 

No, I came out to work for the North est Company, 
and [I worked for theme «---s- we 

In what field? 

IT was looking after the drilling rig at Nanton, lest 
of Nanton, and another one hear the Prince's Ranch, 
what is now known as the Prince's Ranch. 

THE CHiINMAN: Is the North “.est Company an 
Imperial subsidiery? 
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MR. FRAWL#Y: The n? 

I stayed with the Royalite until 1923 when I was ° 
transferred to the International Petroleum in South 
America. 

And you went to South America? 

Yes, and I was there as issistant Menager. 

In wheat department was it? | 

Assistant Menager of Produsction, drilling andproduction. 
For the International Petroleum? 

For the International Petroleum. 

You remained there how long? 

I came back here the i,gtter part of 1925. 

Yes? 

And was manager of the Dalhousie Oil Company for some 
time. 

That wasfor production? 

That was drilling and production, yes, and them I think 
about 1928....... 

THE CHAIRMAN: Is Dalhousie an Imperial sub- 
Sidiary? 

It is «& subsidiary of Royalite. I was, in 1928, I was 
made Manager of the Royalite. 

MR. FRAWLEY: In 1948 Mane ger of the Royalite, 
and you have been manager ever since’ 

Yes. 


Well now.eces>. 


Buel have, aS you may gather from this resume of 
my life, have had no academic training wnich permits 
me in any way to calculte the future reserves of Turner 


Valley. 
THE CHAIRMAN: No, but you have learned 
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Something about the oil fields? 

Yes. 

And about the oil business? 

Something about it. 

From a very practical side? 

Xoc, D*k ow Something of profit; but very Little of 
prophecies. 

Since 1914 you have been engaged in that business? 

Much earlier than that, since I was 14, I said. 

Ana would you as president of this corporation spend 

@ million or one hundred dollars, if you did not think 
it would be justified by the return from the investment? 
I would seek the advice of my engineers before I did. 
Y6és, and so when you were concerned with the investment 
in pipelines so recently as you have told us of, were 
you not interested in how long it would earn money? 

Ch yes. x 

And did you seek that advice? 
Yes. 

Ama’eow it? 

And got it. 

Tee SE RAMEY: And what was it, Mr. MeLe ode | 
Vell it was very uneertain. It came from different i 
sources and very, very much, being in the pipeline 
business and the only pipeline that runs to that 

Valley, it wes absolutely necessary, in order to maintain 
our position as ea carrier of oil, to build this pipeline 


even although we took a loss, as we Gid before, on Spe 


particular connection of which I have e very distinot\, 
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just told him, you would not invest a million or 
plO0O.00 of your Company's money unless you could 

see where it was coming back?> 

Unless we thought we hed a reasonable, we believed 

we had a reasonable chance of securing a return on 
that investment. 

Yes. Now when you made this recent capital investment 
in the six inch pipeline? 

Yes. 

You did see a way in which you could get it back 

from the carriege of oil? 

Wwe certainly believed that we had a reasonable ehance 
of getting it back. 

Yes? 

THS CHAIRMAN: Ana a proper return on your 
money as well? 

As well. 

ih. FRAWLEY: And am Il to understand that 
you saw sucha heavy volume of traffic, that you could 
get it back in a very short space oc time? 

No, I didn't say that. 

Well what do you say then, how soon did you see you 
getting your money back with a reasoneble return on 
it? 

Oh, I would not say that that was taken seriously into 
consideration. ‘le hed, I really think, lir. Frawley, 
thet we are getting into the matter of accounting 
rather than policy, but let me say this in explanetion, 
that we were in the pipeline business definitely. 

Yes? v 


We had a big investment. 
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Yes? 
And in order to maintain the business which we then 
enjoyed, and we hoped that we might continue to enjoy, 
we knew if there was a big market across the prairies 
in 1938, as there happened to be, then that pipeline 
facility would heve to be increased. 
Yes? 
Now it weer e serious expenciture when you take into 
consideration the investment which was previously involved 
1% Was hot @ serious condition. 
How much wes it roughly? 
I would not sey more than 10%. 
“Vell how much? 
10% or 12% of the previous investment, the continustion | 
of that six ineh line. 
I am speaking of this lest investment only, about how 
much was that in hundreds of thousands of dollars? 
Of, 2 do not Know that. The books will reveal Thar. 
You can get ail thet from the accountant. IT am 
talking for the purposes of comparison, and I say it 
was not & serious addition to the investment that the 
Royalite Oil Company olready had made for pipeline 
facilitiss. | 
I know, but I am putting it to you, ir. MeLeod, that 
you were not eareless about msking it’ 
No, not at all. 
And you made it seriously? 
Yes. 


And you mede it as a business proposition? 


ies. 


Then I put it to you, did you see yourself getting 
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your investment back and a ressonable return on your 
money, in a very short space of time? 
& I would not say in a very short space of time. 
Q And I put it to you, and I am instructed by my 


SCCOUNTOUNG sie s ore 


4 “e were content to receive it in the normal length 
of time. 

Q THs CH IRE: Vhich would be whet? 

A Possibly five to ten years. 

Q. ie PR ay: Yes, that means, can I take 


the average then, seven and a half years, you expected 
to see it got back? 
Ai That would be all right. 


“ell, 1. suggest to you, as instructed by my accountant, 


ccm) 


that wou could: really get at back; et qour vets )or 
Carmings, in about one year: 

A Well Iam afraia your accountent has not hed very much 
experionce in ths operation of a pipsline, thet is the 
only comment I have to meke. 

Q fo. pout @ wot, dim ooking: sth books? 

A Oh, end Iwill not ergue thst, we will leave that Yor 


the accountsnts. 


DE Ga Resi Yes, J think so. 
Q Mee) TRS ay: Tell me whether or not, 


do you accept the suggestion I made to you, that at your 
rate of earnings in 1948, following upon the completion 
of thet line, you were about to get it back in one year's 
time if indeed vou have not on the present rate of 
earnings already got it back’ 

A That will be reveeled by the books. 


Q tid i thet is anything like it, then that is perhaps 
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what was in the mind of your Compsny in deciding to make 
the investment? | 

If that is so, we made a good prophecy, or a good 

guess. 

Was that your prophecy? 

No. 

Your prophecy was that you thought you could get it back 
in about seven or eight years? Seven and a half ywars? 


Nos iididn’t say thet. 


THE CHAIRISAN: Brom. five ALO. tems) Ne. said. 
WITNGSS. : You seid seven and a half. 
MR. FRAULEY: Yes. 

THE CHIRM!n:; Vell this is something which 


Mr. licLeod is concerned with and something he knows 
about, you might pursue the inquiry as to just what advice 


he @id get, five to ten years makes a difference you 


know. 
Peete Wide. * Vespa .e sired Mam meso 
THE CH/ IRM‘ N: OF: if it didn't metter whether 


it was five or ten years, why not? 

MR. FRAWLEY: Yes. 

We. PRIWLEY: Now taking up the Chairman's 
Suggestion....-. 

THe CHAIRM. N: So that we may understand, 

lur. McLeod, what moved you to put this pipeline in at 

all, and every addition FOG? 

Me os PRWGLEY $ Now, can you answer that question, 
we will teke the last one and perhaps go back from 

then on. Now what precisely moved you to make the 


investment which you did in the six inch line in 1937 
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Mr. Frawley, I had a long, very long discussion, with 
our enigineers and the very heads of the pipeline 
department regarding what should be done in early 1958 
to enlarge the pipeline facilities of this Company. 

The first idea was that we should take up this Number 

@ line, which is a four inch line, at least take up the 
part of it which is next to Turner Valley, the fir st 
Petucen miles, and Loop it on) to therend vor ltiie, six 
inch line, which had been built in 1937, thet would 

have given the pipeline division a capacity of some 

17 or 18,000 barrels a day, and their calculations 

were based more on markst requirements than on the 

life of the field, and they showed me that over a 

period of years the average market requirement across 
the prairie was 17,000 barrels a day, and they arrived 
at the conclusion th: t if this were done, namely 
Hnetsix Theh, the fittescn miles of six ine Line, trom 
Turner Valley to a point 15 miles sast of there, looped 
Torbouws, double four inGh, Divs) the. first four aaa. 
line, which was laid, would answer the market require- 
ments, but I suggested if we secured one good crop, 

then the 17,000 barrel outrun would fall very short. 
ek horned out, | am not tryine tOceey ord vouweo 
but as it turned out what we did was the correct thing 
to do because thet pipeline was capable of meeting the 
peak demand of the prairie market throughout August 

and September of this year, and although it is capable 
of carrying 30,000 barrels a day, it is todsy carrying 
some 12,500 barrels, Which is today the market requirement. 
Now I ssy in all seriousness, that the market requirements 


as calculated by our engineers ana myself, had far more 
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to do in enlarging that pipeline than hed the lite 

of Turner Valley. 

Now. Mir. McLeod, you see where that leads you, if you 
were only concerned with market requirements, be the 
market requirements as heavy Ae they may be, that is 
going to leave your pipeline on your hands and useless 
unless you have an oil field in Turner Valley. 

Ve had a pipeline left on our hands and useléss in 
Turner Valley because we miscalculated back in 1931, 

Mr. Frawley, we miscalculated. 

Yes, I just want to know whet your position is, did you 
disregard, quite disregard the possibility of how long 
the supply at Turmver Velloy, thet end of the supply, 
that end of your pipeline, might last, and regard yourself 
only with the sale cof refined products throughout ‘“iestern 
Canada, when you made the investment in the new six ineh 
bine? 

I do not think that any serious calculation was made as 
regarding the life of Turner Velley, for the simple 
reason that at the time the decision was made, to build 
an addition to that six inch line, wells were coming in 
very frequently, and they were large wells and the whole 
question wes, "shat is going to be done with this 
production", and there was a great hue and cory that 

6000 barrels a day were going to Ontario, and this 
pipeline company, if it was going to maintain its 
position as a pipeline compeny, must then mest that 
competition, even although they took a loss. 

THE CHAIRMAN: Vhat Mre Frawley wants to know, 
what position would you heve to maintain if t.ere was 


no oil to go through it’ 
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Mee BE, 520 Y Yes. 
Beto, POR LRN ATs Didnt you think ebout- thet? 
& “ell Sir, I may answer that by repeating what I said 


a moment ago, that at the time it was decided to build 
this, thet large wells were being completed regularly, 
and no one was seriously considering how long it would 
last or how far it would go. The big question was 

"hot will we do with the oi17" and we were endeavouring 
to put ourselves in the position, so thet we could handle 
anything whieh could be marketed. 

Q, Te) A eld Ye I see, so mey I ssy thet what 
you. mean is thet nobody was seriously consicering, 
worrying about the possibility of a short life in 
Turner Valley? 

A NoO,.we were not at thet time, there was plenty of of} 
in sight. You ses it is something which trenspires tn 
other oil fields, oil men make more mistakes possibly 
then anybody elses. I made mistakes in the pipeline 
business which cost money. 

Q Following up whet you said a moment ago, and what the 


Chairman asked you about, the market was increasing? 


i Yes. 

Q You could see a very heavy market? 

f Yes: 

Q And with a good crop, which would be more than normel, 


and in eny event stretch out through ‘.estern Caneda, 
which really are your big markets’ 

Yes. 
And that was a fairly definite constant thing? 


1eS. 
But if the supply in Turner Velley suddenly failed, the 
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would have to bring it from Montana? 

feS-e 

Which would leave your pipeline rusting in Turner 
Valley, and no way of paying for it? 

The same as it did in 1931, when we built in the six 
inch loop to take care of the increasing market, 

the increasing production rather. 

I gather you do not want to convey now to this Com- 
mission that you disregarded the question of life 

at all, but you just saw so much production in sight 
that you hed no great worry about the possibility 
Oia vsior by lad ort 

That is right. 

THe CHATRMANS What was the answer? 

VITNES : “e were not worried about 


the field having a short life. 


(Go to Page 804. 
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THE CHAIRM’ WN: No. Are you now? 

A It does not look just es bright es it did a year 
ago due to the.fact thst many small wells have been 
brought in and not so many lerge ones. Those are 
only ups and downs of the oil business that you 
accustomed to in forty-five years' experience. 

BY HR. FRALEY: Following out the Chairman's 

question, we have dealt - perhaps that is all we ean 
say about the new six inch line. nen” did" you puwid 
the four inch line, the Royelite four inch line? 

A fee COULLIS) WLLL tell you ell spout that’ 

Q I am not wenting detrils. I want to pursue the 
question.the Chairmen was on a moment ago. In 1926? 

A Pieces, LOour inch pipe Lines" Yes Beco. 

Q And I suggest to you thet the capital investment in 
that line was about ~125,000.00. I just want to know 
what advice you hsd as to the length. As to how long 
it would be used and useful to you, this four inch 


line which you built in 1925. 


4 I was in South America. 

Q You were not here at all’ 

A No, I wes not. 

Q So someone else took the responsibility cf building 
te first four ineh lines 

A Yes. 

Q ine the second four inch Line was a lines you took over 
from the Regal Oil Company? 

A Yes. 

Q And when did you teke thst over? 1946 you took it over, 


Mr. Coultis said, and you began to operate it in 1937? 
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And how did you acquire thst linet 
Brom the Alberta Pypeline which was a subsidisry of 
the Regel. 
How did you acquire it? 
Through payment of a debt. 
“hieh the Regal Oil Compeny owed tie Imperial Oil? 
Yes. 
Did you trke it inat 2 certain figure? 
I think there was a set price on it. The books will 
reveal that. 
Now, you heve not got, I suppose, and I should have 


served notice on my friend, but you can bring the 


Annual Belance Sheet of the Royalite Oil Company for 


wy te 


each of the years since its beginning, thet might be 
the way. ‘ell at the moment tpere is not enything 
more « 

BY WR. NOL!W: Just one or two questions, 
Mim. worsod, cane out of what my friend has said 
to youe You mentioned the mis-~calculation in 1931. 
You did not enlarge on that? 

The whet’? 

The mis-calculation in 1931*% 


Yes. 


Ss a matter of fact, Mr. Moeieod, that line you are 
speaking of is « six inch line’ 

Yese 

It was laid in 1929 wis it not? 


1929. 
Ahnd for whet purpose was it laid? 


BY Hk. FRALEY: “hat line is that? 


The six inch loope 
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Q Brie COUAN: How long wes it do you remember? 
A Something between 16 enc. 17 miles. 
Q Prior to that there had been a four inch line in oper- 


ation? 


A poet. 18 ripnt. 


Q it was looped for s distance of about 15 miles? 
4A In-order to carry the load over the hill. 
Q inorder to carry the load over the hiti You, and 


what happened to that six inch fifteen mile loop in 
1932 or whatever it was? 

A 1 sen hae ade there was e lerge drilling program on whet 
18 now called the gas cap of Turner Valley, fairly 
good wells were being found, production was increasing 
rapidly, and in late of that yesr it eppeared as though 
the four inch line which is capable of carrying some 
5500 or 6000 barrels a day, under high pressure, would 
not be sufficient to take care of the production of 
the field. This six inch loop was laid with the idea 
of augmenting the capacity of that four inch line but 
about the time the line was completec the production 
started to go the other way. 

Q And ultimately whet did you do? 

A Vell, after leaeving it there for a number of years, 
I have forgotten how long, I would sy three years, 
and the production in Turner Valley haa fallen consid- 
erably, we decided to tske up this 16 miles of line 
and use it for general use throughout the field. 

a) Because it was not usefu, where it Was‘ 


4 That is right. 


as you say the production of the field had gone 


Besause 


down to a point where it was no longer useful. 
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Not useful. 
And you did as you said to my friend, make a mis~ 
calculation? 
Thet is right. 
In that regard? 
Yese 
Something was said, Mr. wjerlz0d, about the purchase 
agreement of the producer. You know as the President 
of this Compsny, how those contracts cane about. 
How are they negotiated? Just tell me that? 
well in a good many instances,I would not say in every 
instance, but in the majority of cases, the producer 
himself comes to the Royalite office and esks if we 
are prepared to buy his oil and under What terns, 
and he is given a cppy of this, what we oeall the 
standard contract. 
Vaieh is for the life of the well? 
Which is for the life of the well. 
Is there any advantage to the producer to have such a 
Contract fot the life of the well? 
Well he knows that his production is going to be sold 
or his proportion of the production thet is allowable 
under the Conservation Board, or any other means , is 
going to be sold and he is going to, be,pai@ for it. 
And that he will heve » steady market for his product? 
That is right. ; 
Throughout the life of his well? 


That is right. 


THe sCH SERE..N s Sre such contracts being put in? 
MR. NOLAN: Yes, we are going to put in the 


form of contrect that is THROUGH A MaN who Knows a 
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good deal about them. Now you said something to my 
friend, Mr. Frawley, certain people have requirements 
for part of the year, and other people have require- 
ments for 565 days of the year. Does tht make a 
qgiterence, and if so, what is the difference? 

It makes a vast difference. 1?! would say to the producer 
of crude oil, whether the contract with a person or a 
company, who Will take his production for 365 days of 
the year or for 65 days, which is about the extent of 
of the peak market demand. 

Now, what hes the ssason got to do with the market dcmand 
for O21, Mir. ML od? 
Well, our peak seasons occur twice. 

When? | 

Once early in the yesr when seeding is on, and the other 
in the Fall when harvesting is on. 

Then Spring and Fall are peaks’ 
Yes. 

Would it be fair then to sey that Summer and Winter were 
low points? 

I would say that Summer is feir and Winter is low. 
Summer is fair and Winter is low? 

TES. 

Yes, and you say that it is an advantage to the producer 
to know that his product is going to be marketed whether 
it be the high or the low point of the season’ 
Meas. | 
Mr. y2rgz0d, something was said to you about the man who 
wanted high gravity st e well. digher then pipeline 


run. You will remember in your discussion with Mr. 


Frawley. 
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Yes. 

I suppose there is nothing to prevent e refiner making 
a contract with the producer who has a well of such 

a gravity to suit the refiner's requirements? 

None which I know. 

Tell me this, what happens to the producersin the 
Turner Valley field if there were no pipeline? what 
do they do with their products? 

well, prior to the time there was a pipeline, production 
of Turner Valley in the first place was hauled to 
Okotoks by harses. Subsequently by trucks. 

Vould it be possible to transport five and a half 
Million barrels of oil a year by truck? 

Not impossible, iy. Nolen, bat ivery difficult, very 
GpeLLecult. 

Do you know anything about the rates, the trucking 
rates, Mr. |. McLeod? 

I know something about it. 

Perhaps we should explore that «t some stage. I1t occurred 
to me, but perhaps you might essist us at the moment 
by saying whst you do know. 

The only rate of which I have any knowledge is 
between Calgary and Turner Valley. 

And what jo I mean by truckage, tank trucks? 

Tank trucks. 

That is a motor truck vith a large tank body imposed 
upon a platform? 

That is right. 

Whet is their capacity? 

Oh, they vary from 1500 gallons to 4500 gallons. I 
dontt know if they have any 3500 gallons in this part 


Ree OHaORY. att ee at, aa 


; haan » 


SOURS G! Ss 


‘ by | mah, a ae Do a ul 


‘ i PONS syle AN bik alia ish 
; STA A etge O EAN TE aL HN St hel 


han ie 


‘ ary Mts 


4 ah 
eft he aie 
1B hele ag 
fr ’ ci 


(uy pain hE ons 


Oy EN Mca ls ie - ; ean Ae Renee: 
Pa Gene ek 7 ips ave mn ig ; Hats ea 3 ie ba ay Oy 


ely: bogs 
Fi { Prat ike 94 iy ote a 1s 
RE WSCk A da 46s oe ‘ ae 


Nees ey ahi, WA iis seer, ie: ua 


= 


hy ARR AN Se oe ey GR SN. NOESY 


| hy a ijbeesk toy POOR or. tholiay.) 
Eg een HWY AE eAloLing 0008 


te ie 
| ‘ ’ >. 


M-2-7 
John 


oO > D & 


A 
— 


McLeod. 
-810- 


of the country, but they do have them 

Do you know the rates, Mr. . MaLeod? 

The only rate of which I know anything is 30 cents a 
barrel, which is 6/7ths of a cent a gallon. 

That is Tumer Valley and Calgary? 

Between Calgery and Turner Valley. 

I think we will find a little more about that in some 
other way. 

DY WR. FRAWLEY: That is part of my progran, 
and I have to make some investigations into that. 

BY UR. -NOLAN: [see in’ 2xnipiy Veo widen 
is the contract with the British ‘imerican Oil Company, 
and dated on the 18th day of September, 1926, that 
the price to be paid was 22% cents. 

Yes. 

By Glause 10? 

Yes. 

Of that agreement. Now for the record the British 
American Oil Company is « large organization, Mr. 
Macleod? 

Yes sir. ’ 

It has its head office in the City of Toronto, I De Lie ve? 
Yese 

And it has technical people employed by it. You know\ 


\ 


that do you? 
\ 


Yes. \ 


And it has a staff of engineers and it is in business 
ina big way in Canada’? 


Yes. 


Now they agreed, I suppose, to this price of 22% cents 
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They heve made no ob jection to the reduction to 17 
cents which was later made? 

No. 

Have they complained of the present rate of 15 gents 
they are being charged? | 

Not that I have ever heard. 

In looking over this agreement, Mr. Cheirman, I noticed 
in one of the early paragraphs in the recitals it seys: 
"Bnd whereas British American Oil Gompany hes made 
"arrangements for using Imperial Oil Limited's storage 
"tanks located at the letter's Calgsry refinery, 
"better described as, etc. etc." "and said tanks 
"hereinafter for the purposes of this sgreement will 
"be called producers' storage tanks" end - think 
when we read the agreement itself we should read the 
words"producers storage tenks"in the light of that 
explanatory statement contained on the first page of 
the agreement. It is not something I cana Mr. 
McLeod, it is something that I can draw to your 
attention when the moment arises to consider the agree- 
mente Mr. McLeod, arising out of the examination of my 


friend, is there anything you would like to offer to 
the Commission in sddition ta what you have already said, 


which you think might be useful, or does that pretty well 
complete the picture so far es you a-e concerned. 
I have endeavoured to make myself olear in every pirti- 


cular, Mr. Nolan, I know of nothing that hes been 


uncovered. 
THe CHALRMAN: What is Royalite's present 
drilling progrem? 


4% the present time we have 4. @Qrilling Figs. 
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Q Going? 
A I think what the future is is very umertiuin. 
Q You are drilling four wells. Royzlite is ayiliing four 
swells for itself? 
A In some instences we have partners. 
Q. I was going to ask you how meny for other people in which 
you heve an interest. 
A None for other people in which we have en interest. 
The C. & uw. take a small interest in some of other 
wells drilled on their acre:ge, you will understend- 
Q G@uite, and that is your 1938-1939 program? 


1959 program is very indefinite at the present time. 


> 


It Will be dopend very largely upon whet we Lind. an 
our Northem well,called Royelite 55, and wht devel- 
Ops from what is celled the Home-liillarville Noga. 
We have consider: ble acreage in that area, and I think 
our 1959 program Gannot be determined until the results 
of those two wells sre known. 

Q You have a '38 progreéem involving four wells drilling? 


Now drilling. 


> 


Q fnd your-'39 progrem will depend in a measure upon 
the results obteined from Royalite 35. 
In the Northern end of Turner Valley. 

Q And the Home-Millarville*’ 
Home-Millarville No. @, which is two miles beyond that 
further. 

Q And I suppose you have some hopes it may open up a 


much larger field than previously known? 


A ile do hope so. 


Which would mke your pipeline more useful, of course? 


cD) 


4 Yes. 
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Q And it would be a field practically untapped, would it? 

Ly Well, there has been practically no drilling in that 
two mile area. It would be practically virginl 

©. So if that field should prove up there might be ea 


Very Long Lire! to- this oLbvtie ld? 


A Yes, if there are not too many Llank spots in between. 
Q. Quite so, and es I am appreciating your view, Mr. McLeod. 
4 I do not want to sound pessimistic, but I have seen 


barren spots with good oil wells on three sides of thom. 
Q Quite so, but I am quite sure you intend to be quite 
frank with this Commission, aS you have been? 
Yes. 
Q You would be rather astonished if it should transpire 
that the oil field was all goneyY Wo more cil going 
through your pipeline in two years, would you? 


I would be astonished, I would be disappointed. 


Q I fency, filled vith some astonishment too? 

A I expect when two years come it would not matter very much 
to me. 

Q Oh now, that is being pessimistic. 

A No. 

Q I take it, Me. McLeod, and I am addressing you because 


of your great practice] experience, and aside from all 

theorizing or anything, I gather that you, a sound hard- 

headed business man, would not. be making or permitting 

any investment if you thought this field had only a Liss 

of two years, would you? 

That would be confined to pennies, J should say. 

Q And equelly, I suppose, you would feel that you cou)? 
not tell ener it is going to last 20 or 40, or what 


areas will be opened up.’ That is in the field of 
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speculation? 

NO, we have becone accustomed to disappointments, 

and take them philosophically. 

Who does not experience that? When will your 35 
Royalite well likely be drilled? 

dt 18 very hard to say, Sir. We are making the third 
serious attempt to reach the limestone in this well, 
We have two quite valuable strings of tools planted 
Side by side, and drilling a hole as near to them as 
we possibly can and hone to reach the limestone. 

How did such misadventure come on to you? 

Apparently caving in features and the tools slid in 
and fastened themselves. But barring any further 
incidents that well should be completed within the 
next six wee xs. 

And this Home-Millarville? 

I do not know very much about that. I understand they 
are resuming drilling and it should not be @ long 
operation. 

Theat is the one in which it was announeed the finding 
of oil in the upper horizon? 

Yes sir, that is right, in the upper horizon. 

Any attempt, any serious attempt made to get that oil 
to go down further or not’ I understand it is possible.... 
¥t will all come into one hole. 

But it is not presently being extracted? 

Only in the way of a tect, I understand they have 
made a test to ascertain whether it will produce. 

Does that seem promising to you as a préctical oil man‘ 
The reports are favourable. 


How far away is your Royalite 45? 
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I would say anproximately a mile and three-quarters 


as the crow flies, apart. 

Any other exploratory work in that part of the field 
going on other than those two? 

Not at present in the North end. 

So am I right in thinking thet is as you view it, the 
field may be very great or only what we know of now’ 

I think as I have said before, Sir, it hes possibilities 
of which at the present time we know nothing, and there 
are also very likely serious disappointments for a good 
meny of us. 

MAJOR LIPSETT: Me. MeLeod, we had the evidence 
that there is about 5500 barrels a dsy passing through 
the pipeline at present, Peat correct? 

5500? 

Yes? 

12,500, epproximately. I eannot give you the exact 
fizures, but i believe that is what the allowable 

calls for at the moment, 12,500. 

Can you tell us what the maximum cepacity of the pipe- 
lines at present would be if they were running to 

full capacity* 

The pipeline hes been proven to be capable of handling 
30,000 barrels in 24 hours. 

THE CHAIRMAN: I would like to ask you this too, 
Mr. McLeod. It has been suggested here that the liffe 

of this field is in a measure dependent upon the 
efficiency of production in tne field? 

Efficient production methods, yes sir. That is true. 

And you subscribe to that view? 


No douht about thet. 
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Q And since the life of the field is dependent upon the 
rate of withdrawal and the like in some measure, 

. certainly what do you suggest is the proper protection 
to throw about the field to provide that efficteney 

which will add to the longevity of the field. 

4 Vell, either we must drill enough wells so that the peak 
market requirements may be cared for by restricted flow 
rather than open flow. Do you understand that‘ Or 
we must produce the wells evenly for a twelve month 
period, storing the oil at s time like this when we 
cannot sell whet the field might economicully produce, 
until the time when we can sell it. Hither that or 
we must produce the field at this economical rate and 
if it is called on for anything more than this, we must 
import the difference between what Turner Valley can 
economically produce and what the market requires. 

Q Do I understand you then, over and above,you say, the 
governing factor should be the efficient operation of 
the field under market requirements? 

A Absolutely. I do not think that any well should be 
ibjured for the sake of a temporary market splurge. 

Q And you would expect this field to have a much longer 


life with some measure of control being exercised? 


A I would expect a greater recovery. 
Q Over a long period of time too, I suppose? 

A Yess 

Q I have been wondering, and I save mentioned it while 


the witness is in the box, Mr. Fr.wley. ‘e have had 


divers opinions as to the probable life of this field, 


but it seems to be ccmmon ground that efficiency in 


operation is 6n important factor regardless of the 
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respective prognostications they all seem to agree 
those who heve spoken thus far, the term of efficiency 
in operation has a very direct becring on the life of 
the field upon which you heve led much evidence. 

Mie FRAVLIY: Yes. 

Q. TH: Cil. irman: Nov' what knowledge has this 
Commission es to whet is the meximum withdrewal from 
time .to tine, or who is to heve the control? USL te to 
be by privete treaty or governmental agency, because the 
witness who places the highest estimte on the life of 
the: field says, of course, it..can be destroyed, if you 
went to destroy it in a fe, years, and Jt is gone. 
“hile we are fixing the pipeline r-tes, sre we not 
concerned with whet is to be done about thet fe. ture, 
ee a very important. factor iin. the useful, life of) this 
line. 

ME. PRAMLGSY: In other words, wh: t steps 

are peaple,who perhaps have a right to toke steps, tiking 
and wht further steps do they intend to tske to secure 
that maximum efficiency of production? 

THs CHAERM*N: I think it should be known to 
those who h:ve contrary notions as to what is efficient 


withdrawal, and given an opportunity to express their 


views. 

MR. WOL/T: | And vhot is efficient production? 
i, Hee sy: | Guite so. 

THE CH: IRMAN: Becuese it is not enough at 


the moment for tvo or three geologists to speak about 
the life of the field on an assumed condition,» hich 
mey not in fact exist. Ther: may be efficient 


production or there mey be the ::ost inefficient produc- 
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tion, and without something bearing on that factor, 
I suggest this Commission is not equipped to speak 
with fairness, either to thepipeline company or others 
concerned. 
MWR. FRAWLEY: I think those principles were 
agreed to by Dr. Boatright, and some other man, Mr. 
Davies, +hat they do require some evidence, and it is 
running in my mind that perhaps the Chairjaan of the Board 
might have something to say. 
TH’ CHATRMAN: Something for those concerned 
to think about. It is a factor. 
MR. FRLWLAY: Yes, I quite agree. 
THe CHE IRMAN: And there may be those who 
say this/would be ost inefficient, what we hseve propas ed 
by your Conservation Board too. I do not think we can 
GOdZS weoses 
MR. FRAWLIY: I do not megn to end it with 
the Chairman of the Board. Mr. McLeod himself has a 
large number of ideas of how that field should be 
efficiently produced. 
THE CHAIRMAN: ind I am very much interested 
in Mr. McLeod's view is 3 precticaél oil man, since he 
was fourteen yeans of age. 
TR. NOLAN: I am ‘going to suggest that if 
thet is to be pursued, we give M. licheod ae few moments 
Or 6 break. 
WR. FRAWLEY: Oh moree Perhaps he would like 
to come back with some considered ideas. I do not think 
it is a matter of a few moments. 
THE CHAIRMAN’ I just bring it to your notice 


now, You might both like to thik about it. 
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MR. NOLAN: ldo not tain, Loeen os 
made the subject of a memorandum. I think what the 
Chairmen wants is Wir. MeLeod's views as to the effic- 


lency of the style of drilling in this field, and how 


it can be improved. 


MW’. PRAWLEY: And the production. 
MR. NOLEN: Oh yes, and the production. 
THE CHAIRMAN: You see all geologists and 


petroleum engineers sppearing here, seem to make it 
common ground we will assume from now on this field will 
be properly handled. Now the pipeline company is in 
control of that handling, and shoulj not be penalized 
because of inefficient operations made by people over 


whom it has no control, so it becomes a rather serious 


factor. 
TR. FRAWLEY: Yes, I quite ses thet. 
PTs GHA TRAN: Which you may wish to pursue with 


Mr. MeLeod or anyone else, I do not know. I mention it 
now while Mir. McLeod is still with us. 

MR. FRAWLOY: I think myself the t there is 
another time and place for that, and it is very much 


present in my mind, and I would like to examine Mr. MeLeod 


about that and go into it later. 


MR.NOLAN: When you yourself have been 
instructed? 
MR. FRAVLEY: ree | 

Q Ma. FRO ULEY: Now there is a matter I would 


like to ask you about. iy friend went into it with you, 
and that is about your mis-calculation about the four 
inch loop youlaid and after it had been in some time you 


took it up and used it in some place, and what you lost 


was the |.bour? 
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A And the depreciation on the equipment over that 
time. 
Q The labour and the depreciation on the equipment? 
Yes. 


Q is it fair to put it to you that up to the time 
it was taken up, it was not a loss but merely a 
decrease in the profits? 


A It was merely a what? 


Q Just a lessening of your profits, it was not a 
loss. 
A You cannot lessen something you have not had. 


You do not mean you have not had any profits? 
No but I do mean we never had amy profits out of 
that 6" line. 

Q Another way of putting what I am saying is that that 
6" line, that you got back all the investment you 
pup Into that 6” Line oub) of profit, certainly if 
not up to the moment you took it up, certainly 
since. 

A It served a purpose after it was taken up- Possibly 
we could have done much better if we had not had 
that line but we had it there, for example we may 
have laid a mile ef 6" line and half a mile of 4" 
line, it would have done, but to save buying the 4" 
line we used the 6" because we had it there, so 
there were other considerations besides the labour 
amd the depreciation. 

Q All right, whatever they are, pile them up as high 
ap you like. 


Yes. 
I say the experience of your Company, during the years 
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that line was there until you took it up and since 
then, indicates that vou have got out the returns, 
you have got back, to use a colloquial expression, 
not only that money that you spent there and you 
say Loste-- 

A I beg your pardon Mr. Frawley? 

Q And all the other money. 

LI didn't say lost. I used the illustration merely 
to point out to the Commission that we made a mis- 
calculation. 

That is true? 

That is all I used it for, E was not talking about 
a loss or a profit or anything else. 

fn} That is right and thas miscalculation, may E put it 
to you, has been more than made up by the good cal- 
culations which you have made? 

A That will be all revealed on the Exhibit. 

Q Now there was only one other matter, you nent 200,000 
barrels of tankage at the Imperial Refinery? 

Yes. 

Q Now is that all that is rented, to take care of your 
oil or what you bring through the pipeline? 

A That is all the crude storage we have and that is 
aera storage which includes steam at the proper 
time. 

Q I guppose you do not know whether the British 
American Gompany has any storage, rents any other 
storage from the Imperial Oil down there? 

A No I do not. 

Now just one other question, you told my learned 


friend that anybody who would go to a well, seaking 
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a special gravity of oil, would be pretty well 
forced to truck it awaye 

A If he wants that particular oil, I do not know 
how at the present time he could secure it unless 
he did truck it away. 

Q ~ think we are all agreed on that, that is what 
my friend asked you and that is what you said. 

A Yes. 

Q So for the information of the Commission, because 
there are rather a large number of aspects to 
this pipeline, this transportation, a large number 
of aspects to this pipeline and this transportation 
to inquire into, the fact is that your Company could 
not take care of any such small and limited and 
tsolated movement as that? 

A No. 

Q It could not possibly do it? 

A It is physically impossible, Mr. Frawley. js I stated 
in the first place it would be necessary to have a 
separate line from each well to Calgary in order to 
give a man a definite assurance that he was going to 
secure the oil he bought if it came through the pipe 
Line. 

Q There are a lot of factors involved, I take it, it 
would be a simple thing to get it from his field 


storage into your trunk line, because it is going 
in there every day? 


A Yepe 
But you couldn‘t afford to pump that oil separately 


to Calgary as one operation? 


Tt is physically impossible, it is not a question 
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of affording. 

Why? 

Because the line in the first place is filled with 
all kinds of oil and you would have to blow that 
line clear from the South end of Turner Valley, 
blow your trunk line clear of all other oil and 
then start to deliver this man's oil. 

I want it quite clear, that is what you would have 
to do? 

Yes. 

And the Commission can disregard any question of 
you being able to handle that thing separately, 
you couldn't do it? 

Noe 

That is why it has to be trucked at greater cost? 


Yes. 
TO MR. NOLAN: 


Mr. McLeod, my friend asked you about the 200,000 
barrels storage, is it your opinion that that storage 
is necessary for the effective operation of this 


pipeline? 


So long as we have more than one customer it will be 
necessary. 

THE CHAIRMAN: When were those tanks erected, the 
storage tanks of the Imperial? 

Sometime between 1925 and now, sir, but I cannot 
give you the date. The refinery was completed in 
1923 and I do not know whether they are some of 


the original tanks or later, I camnot answer that, 


we can find that out. 
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THS CHAIRMAN: I suppose you ean call witnesses 
from the Imperial? 
MR. FRAWLEY: Yes, and from the British American, 
but to follow up your last answer to Mr. Nolan, 
assuming with me for the moment that Mr. Plotkins 
gets a connection into your line? 
Yes. 
And assuming that the British American as they are 
now, they are engaged in the construction of a 
refinery of their ow. ? 
Yes. 
You will admit, after they get their own refinery 
completed, they will them have sume sort of direct 
egonnection between your pipeline and their re- 
finery? 
I cannot assume that. Mr. Frawley. They have made 
no arrangement with me to deliver oil to that 


refinery. 


No, because they will not finish it for sometime but as 


a practical thing that is what they will do unless 
they use their own pipeline, 

Yes, that is qmite possible. 

And that would be just so muc} worse? 

TI @annot admit anything like that. 

But if they did not have their own pipeline, they 
would I presume want some direct connection, they 
would not want it sent intw the Imperial Oil 
tankage and then over to their refinery? 


I do not know. The work about that, that has not 


been worked out at all. 


You tolaé@ the chaizmman, no, it was ir. Nolan, that 
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as long as you had more than one customer then you 
would need that storage? 

If we had one customer and that customer were at 
that terminal--- 

And that was the Imperial Oil Company? 

It doesn't matter who it was, if we had only one 
customer and his operation was in that yard where 
the storage tanks are them we would not need any 
storage tanks but if we had more than one them we 
must have oil in these tanks to deliver to these 
Gustomers whem they call for it. 

We are going to hear more about this storage but 

let us get as much from you as we can, If we elimi- 
Heli Plotkins,and as you said this morning he 
didn't have very much and that was why you did not 
want to give him a connection, if we eliminate 

him and eliminate the British American, then you 
would not need that storage? 

There are too many "ifs" in there, Mr- Frawley. 

For instance we ship oil to Brandon to the Anglo- 
Garnadiean Company, we ship oil to different points 

in Saskatchewan to different companies on their 
order. Now if we are going to fill those orders 
there will have to be storage tanks provided to 
carry the oil so that it will be there when they 
demand it. 

We will have to add something more about this. 

I realize my answers are not very satisfactory, 
Mr. Frawley, but I am dting the best I can. 


I know and it ig not that they are not satisfactory 
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to me, I just want to know why you need that 
storage and I want to exhaust your knowledge. 
I have done the best I can to explain it. 
If you did not have the British American ana 
Mr. Plotkins at the moment you would not be 
paying this $3,000 to the Imperial? 
Tiitt CHATRMAN: «At the moment? 
WITHESS : At the moment, awhile ago you were 
talking about the future, you say "at the moment" 
if we didn't have anybody but the Imperial Oil 
as our customer. 
Yes. 
We would not need our storage. 
Them it costs you $3,000 a month to serve the needs 
of Wir. Plotkins and the British American? 
Yes. 
MR. FRAWLEY: Treat is all. 
THS CHAIRMAN: Anything more? 
MR. NOLAN: We my Lord. 
MR. PLOTKINS: I would like to ask something. 
MRe FRAWLEY: Mr- Plotkins asked me if he could 
have the privilege of questioning Mr. McLeod and 
™ told him I would bring it to your attention. 
He is here representing himself. He has been in 
attendance and he is also of course--- 
THE CHAIRMAN: Has he communiated to you as 
Commission Counsel noe he wishes to ask? 
MRe FRAWLEY: Ne he has not. 
THE CEAIRMAN: He had better interview you and 
then you cam tell us whether the cross-examinat ion 


by Mr. Plotkins or any other person is relevant 
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to this inquiry. Counsel has been provided and if 
he has seme reason for asking questions through 
smemeone else instead of through Commission Counsel 
we will certeinly Atow him to do so but first we 
will know whether they are relevant or not through 
his communicating them to you. You might step 
aside for the moment, Mr. McLeod, if you will. 
MR. FRAWLEY: I veally didn't catch what you said, 
you said something about a five minute's recess. 


THE CHAIRMAN: I didn't but I will say so. 


(THE INVESTIGATION IS HERE ADJOURNED 

FOR FIViG mINUTHS). 
Mre FRAWLEY: IL have spoken, Mr. Chairman, to hr. 
Plotkins and went so far as to make some notes of 
the kind of things he wants to question hir. MeLeod 
& out. He has of course altered his persongl re- 
lations but his questions are related to the pipe- 
line connection and he will be a witness, he will 
make his own statements but he protested that he 
could not, he thinks, leave it ail to the making 
ef his own statement and he desires to preface that 
by the obtaining of some answers from Mir. McLeod, 
I am quite willing. 
THE CHALRMAN: He has satisfied you, lhir. Frawley, 
of the relevancy of the matter that this Commission 
is instructed to inquire intn? 
MR. FRAWLEY: Yes. 
THit CHAIRMAN; If he has. 
wRe FRAWLEY: He purposes to direct his mind to 
that part ef the Commission's inquiry which re- 
quires it to investigate "the cost of gathering, 


handling and transporting in Alberta of crude 
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petroleum and of #éfined petroleum products and 
without limiting the generality of the roroubihe. 
aie rate charged for the gathering, handling ana 
transporting of crude petroleum by pipeline on 
otherwise from Turner Valley to Calgary in the 
said Province and what the fair and equitable 
rate Geren ee th eclne handling and transport- 
ing should be; the adequacy and efficiency of 
present pipeline facilities, and whether ex- 
isting pipeline facilities result in or tend 
toward an unwarranted control of the price of 
either crude petroleum or refined petroleum 
products". I quite agree that I should be 
asking the question, certainly, unless there 
is some good reason to the contrary. I will 
begin with Mr. McoLeot--- 
THs CHATRMAN: The Commission has no objection 
to Mr. Plotkins asking questions. We merely 
propose dealing with him as with any other 
person who comes here, by asking them first to 
satisfy Counsel appointed for the purpose of 
seeing that the inquiry they choose to make 
by way of cross-examination is relevant to the 
subject matter of the work of this Commission. 
MR. FRAWLEY: As to: tint, in-my judgment it is 
germane to the inquiry. 
THE CHAIRMANP All right, if you will come back 
Mr. McLeod. 
MR. NOLAN: I wonder if I might be permitted 
to clear up one matter which has been brought tO 


my attention vy Mr- McLeod within the last few 
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monents, that in answer to my learned friend he 
said that if there was only one customer there 
would be no necessity for storage at the terminal 
of this pipeline and that is the way the record 
stands. Now I know that the Commissiun will allow 
Mr. tic Leod to explain tmta little more fully. 
THE CHAIRMAN: Yes. 


(Go to page 840) 
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MR. JOHN McLiioD was here 
recalled to the witness stand. 
WITNESS: dust this, that if we had 
no storage at Turner Valley, the refinery superintendent 
could very well say to the pipeline tonight "I want 
4000 barrels of Oil tomorrow, and I do not went 4005 
barrels or 3995 barrels", and the followng day he 
could ask for 6000 barrels, and the next day he 
might well say "I don't need any", but with thepipeline 
having storage at this.end of the line, that oil is 
available to the refiner whenever he requires it. 
Now the ordinary refinery man would run his storage 
tanks very low if he were sure thet he would get the 
Supply each, dey es he required it, and in so doing 
you might stop not only his operation but the Regina 
operation or the Moose Jaw operation or some otisr 
operation of Imperial Oil. We are talking about just 
ope customer now, for the simple reason that the 
pipeline might fail, there might be one of those 
breaks which I recited to the Commission a short 
time ago, which tied the pipeline up for a short time, 
and I wish to reiterate that I think it is essantial 
that storage be kept at this end of the line for the 
convenience of the customers of the yf~ipeline company. 
TO iR. NOLAN: And Mr. MeLeod, have you in 
your experience any knowledge of the adeg . y of that 
storage during the peak of sny particular season? 
lell at one time during the last week we had as much 
180,000 barrels in storage while the merket was eslling 
for something like 28,UuUU barrels per day. 


Which would give you six or seven dsys' supply only* 
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Approximately six days. 
THE CH IRM NN: Have you the contract with 
the Imperial with regerd to their building storege 
tanks‘ 
MAith, regard to the rental? 
For you to: store in, for your Company to stere in, I 
Mean is there any contractual relationship about 
it, is it evidenced by documents? 
Nothing only the exchange of letters. 
Exchange of letters? 
Yes, in which we sgreed to pey »35,000.00 a yesr. 
Was there sn agresment, I mean, for the erection of 
storage tanks? 
Oh no sir, those storsge tanks were erected prior to 
the time when the pipeline Company thought it necessary 
to have storage at this end. 
The tanks then were erected? 
By the Imperial. 
For its own purposes? 
*t the time when it imported large quantities of crude 
from Montans, and I might ada to tht, thet my under- 
Sstending is that the crude was bought at advantugeous 
times and stored, when the price wes right they bought 
large quantities. 
MAJOR LIPSETT: ‘ es the position this, Mr. 
McLeod, that when the Imperisl were bringing the oil 
in from Montana they had their own storage tanks? 
Yes. 
So that they hed provided the capital to store their 
CAL7 


Yes. 


| ate. 6 
oe oc X 


els 
phe 


C-3=c 


John 


MeLeod. 
-832- 

Now, when you are piping the oil from Marne Valley 

you are relieving the Imperial of that liability 

for storing their own o11, and you are storing it 

free for them? 

When they were receiving their oil from Montana they 

were receiving it in t:nk cars, and the Railwsy Company 

certainly would not furnish storage for anyone. 

And consequently the Imperial provided their own 

Storege at their own expense? 

Yes. 

And now, in effect the Royslite Oil Company is providing 

that storage for them, at the Royalite Oil Company's 

expense? 

fore, cortsin Smount of oil. 

For whatever their share is? 

Yes. 

tie. es ais Ye I do not have to ask anything 

else, that is what I wes going to ask about, but let 

me Call your attention now to this clause in the British 

American contr: ct, Clause 5. "The trasporter", and if 

you will allow me to put in the Compeny's name again, 

»e The Royalite shall not be obliged to accept 
"delivery of any oil frcmthe respective properties 
"hereinbefore referred to at intervals of less 
"then three days or in lots of lsss than 45000 
"barrels each, whichever shall first occur. The 
"British American agrees to notify the transporter 
"24 hours in edvenee of the time st which the 
"producer wishes to tender the transporter, the 


"Royalite, se shipment of oil". 


so that, as Mir. Nolan seys, with the excellent advice 
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which the British American had at its disposal, 

they made thet provision in their contract, you heve 

no Similar provision with the Imperial Oil? 

That has to do with accepting oil at the producers'! 
tank, Mr. Frewley. 

‘ell it has to do with the relations between the 

British American and your Company. 

Regarding the gathering and delivery of oil. 

It will be for the Commission to read it. I need nog 

read it again. ‘‘e may have some submission to meke as 

to what that means. 

THa CHAIRM’N: The witness does say, however, 

that the business relationship wita respect to the 
torege and the transmitting of oil, as between the 

Imperial and the Royalite, is the subject of corres- 

pondenece. 

MRe FRAY: fnd tir. Nolen will be good 

enough to bring thet with him. 

THE CHAIR N: Yes. 

MR. FRAwley: &re we to understand that the 

15 cent rate, Mr. MeLeod, which you charge the Imperial, 
is purely to gather, to transport end to put into their, 

into, well now just what is it for, to gather it and 

handle it or anything else but gathering it and trans- 

porting it? 

And stor ing it ageinst the day they will need it. 

And storing it? 

Yes. 

Then is there something in the 15 cents then for storuget 

No. 

Then it is just that you gather in end transport it for 
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15 cents? 


Yes. 

You store it free of charge and pay them 3000.00 

a month rent? 

Yes. 

Mite FRAWLIY: Now, is.Mr. Goultis going 
to go on now? 

THE GHAIRE\N: There are some questions by 
Mr. Plotkins. 

MR. FRSULEY: ir. Plotkins. 

THE CHAIRMAN: HP LOK ns. (GoM Vou be & 


the Commission roughly how long you expect to be? 


ME. “PLOTKLNS : Oh, it will be about half 
an hour. 
Pas Coo LR Ns pe yak think we will not 


enter upon that tonight. ‘fe will start in the morning 


with Mr. Plotkins. 


(The Inquiry was here edjourned, and was resumed at: 


10.30 A.M. Tuesday, December 20th, 1938). 
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- Standard form of Contract used by the Royalite 
Oil Company Limited, for its pipeline service. 


=) Lbetters"re rental charge of Imperial O12 
Storage rented to the Royalite Oil Company 
Limited 


- Topographical map of the Calgary District 
filed by the witness S. Coultis, showing 
pipelines and equipment of the Pipeline 
Division of the Royalite Oil Company Limited. 


=o cmoll map filed by the witness Ss. Coul tig, 
showing the trunk lines of the Royalite Pipe- 
line Division. 


- A map filed by the witness, 5S. Coultis, showing 
the oil gathering system in Turner Valley of 
the Royalite Pipeline Division. 


(a), {b) and (c). 


Three sectional maps showingthe piplines, 
pumping stations etc., of the Royalite 
Pipeline Division. 
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MR. JOHN MicLaOD, having 


been recalled as a witness: 


TO MR. FRAWLEY; 

Mr. MeLeod, I would like to ask you a couple of 
questions before Mr. Plotkins does, still deal- 
ing with the question of the storage which you 
have in the Imperial yard in East Calgary, you 
said yesterday that you made use of the storage 

as I understood it in connection with some ship- 
ments to Anglo-Canadiam Kefinery at Brandon? 

Yes. 

You mentioned it in connection with that storage? 
Yes. 

Well now, Mr. McLeod, the fact is ‘that was a 
transaction with the Imperial Oil, was it not? 

Oh yes, they make their arrangements for those 
shipments as they desire them through the Imperial 
Oil. At the beginning they made the requisitions 
to us amd we transmitted those requisitions to the 
refinery. ie found that that caused at least one 
day's delay and the Anglo~Canadian were anxious to 
have those shipments made promptly and by verbal 
arrangement we agreed that they should give their 
requisitions direst to the Imperial O11 kefinery. 
Yes, but it was essentially a transaction between 
the Imperial Oil Limited anu jnglo-Canadian? 
Essentially. 

What I mean ig, the Anglo-Canadian paid the Imperial 


for the oil which wag sent down to Brandon? 


Oh yes. 
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So that it was Imperial Oil's oil that they 
bought? 
It was oil which had been placed in the tank 
for the use of Imperial Oil and the Imperial Oil 
Company's customers. 
Yes, well for the use of the Imperial Oil Company 
so far as hoyalite was concerned, I thought we 
had that yesterday, you just had one big customer, 
the Imperial Oil Company? 
Well the first arrangement was just as I have re+ 
cited. 
The first arrangement with whom? 
With the snglo-Canadian and all others including 
the Gas and Oil Products, they sent their requisi- 
tion to the Koyatite and the Royalite transmitted 
them by mail to the Imperial Oil Refinery in Hast 
Calgary and as I say that caused one day's delay 
and these people being anxious to have the ship~ 
ments made promptly, it was agreed by arrangement 
between the different parties, the Imperial Oil 
Refineries and the party, that each and everyone 
of them send their requisitions direct to the 
Imperial Oil Refineries at Hast Calgary. 
It was decided that they should deal direct with 
the Imperial Oil? 
Yes. 
Regardless of the Royalite Oil Company? 
Yese 
That is a very proper arrangement because as I 
understead you yesterday the hoyalite has no oil 


to sell, tne Imperial sells the oil to those that 
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want it. 

A That is it, after it is once placed in that storage. 

Q All that that does is further mystify me, for the 
necessity for the storage in 4a St Calgary. 

A No more than this, Mr. Frawley, it must never be 
lost sight of that the jinglo-Ce nadiam ana the 
British American are good customers of this pipe- 
line company and as I have repeated time and again 
since yesterday morning, we consider that it is 
the duty of the pipeline company to furnish 
storage for these people who provide us with bus= 
iness. 

Q Well I do not want to be labouring the storage 
matter too much but it is important--- 

A Mr. Frawley, all you have to do is to look up what 
other pipeline companies do. 

& No, I think we will have to just try and see 
whether or not, in connection with the operation 
of this pipeline company, it isa fit and proper 
charge. 

A Yes, but like the profession of which you are an 
honoured member, we have always “ought precedence. 

Q Yes I know. 

Yes, you have to prove your case or disprove the 
other fellows, don't you? 

Q Yess 
Surely we have that right too. 

Q You said yesterday if you only had one cust omer 
you would not need this storage, if you only had 


the Imperial Oil. 
A I cleared that up very definitely yesterday after- 
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noon, Mr. Frawley, by saying it would be a great 
inconvenience to the pipeline company or the 
pipeline's operations if they had no storage in 
Calgary because if they had just one custaner they 
would have to deliver to hin daily his require- 
ments on order. 
Yes. 
On his orders: It might be a great inconvenience 
to the pipeline company. 
Now that is the answer to that? 
That is the answer to tmt. 
Now might I suggest a further answer to that, 

is the Refinery should keep plenty and 
adequate storage for his refinery stock, not for 
a day's run but perhaps for a week or perhaps for 
two or three weeks, depending on his needs, I sug- 
gest that is his responsibility for it. 
You are suggesting of course that the Imperial Oil 
Compa ny in Kast Calgary do that and no other 
Company. The Imperial Oil does exactly that but 
the other companies have their oil on demand. 
What other companies? 
That may ask for oil. 
They do not buy oil from you? 
They have it transported by us, until the B. A. 
build a refinery here and they are building one, 
and they adopt the principal which I have just 
emunciated, calling for their daily requirements 
to be transported to that refinery rather than 
carrying a large amount of crude, can you see no 
inconvenience to the pipeline company for thet? 


But when they did make a contract with you they 


ar 
date) wah, 


yh 


5 
| vohvhe® + rondo sadret | 
Ne ee ape es a | 2 ty : 
, BrOyonenn® Antonidas 
| bw siaesians2 i cabin 


John wcLeod 
> 869 = 


went into these things pretty Glearly it does 
seem to me and they provided, you yourself pro- 
tected yourself by saying you should not be 
obliged to accept delivery of any oil from the 
respective properties hereinbefore referred to 
at. intervals of less t an three days or in lots 
of less than 5000 barrels each, whichever shali 
first occur . 

That is at the producer's tank, not at this end. 

Q The British American agrees to notify the Royalite 
twenty-four hours in advance of the time at which 
the British American wishes to tender the Royalite 
a shipment of oil. 

A Mr. Frawley, that refers entirely to taking ship- 
ments of oil from the producer's tamk. There is 
no provision made by the British American where 
Dime wold Wilk go or where 1% will be delivered to. 

Q Then the further clause that I must call your at- 
tention to is Clause "9", 

"The British American agrees to have suf- 
ficient available storage at its Calgary 
storage tank for receiving for a period 
of ten days consecutively at the rate of 
6,000 barrels per day”. 

A That was before they had the refinery in Calgary, 
or anticipated building one in Calgary. 

Q I know but I am only saying ones this was the 
agreement they made on the 18th of September 1956? 

A Yes. 

Q And they certainly provided there that they should 


have some responsibility to supply, to maintain 
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adequate storage at the refinery end of their 


operations. 


That is true. 

That is true is it not, hr. iicLeoa? 

¥Yesiyy°that is true. 

Now they have, that arrangement still continues, 
the British American are still having their re- 
fining done by the Imperial on a customs basis? 
Yes. 

They have not yet built their refinery? 

They have not completed it. 

And what they may do is something we know nothing 
about, as you said yesterday. 

I @idn't say that. 

Didn't you about say that? 

I said they had their right if they wished to 
enild a pipeline of their own. 

And if they build a pipeline of their own then 
of course their storage and their transportation 
problems will not be yours? 


No. 


And if they ask you to give them a connection,as 


Mrs Plotkins did, to their refinery, that would 


be something which would require considerat ion? 
ney) due to the volume of busines we expect them 
to dO. 

And then that would eliminate any question of 
storage in Cele ary to suit their convenience? 
That would depend entirely upon the kind of 
storage they had in their past Calg ary refinery. 


That is true but if they built the refinery and 
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had adequate storage, thon you would not be 
troubled with any storage broblem? 

Mr. Frawley, you put so many "if" in your questions 
that it is impossible for me to say what might 
happen. You give us a stated case of what the 
British american is going to do. 

What might happen then in case that the British 
American operations, what might happen which 
would require you to give storage for them? 

If they did not have adequate storage of their 
OW . 

You feel if they failed to provide adequate 
storage at their own refinery, you should pro- 
vide storage for them without charge? 

I would be prepared to make an agreement to the 
British American if they didn't provide adequate 
storage, that the oil would be available for then 
when they want it. 

That you woukd not charge them for any storage, 
whem you would have to keep it for them. 

Beyond the regular pipeline rate. 

And would not charge them for any storage? 

I would not agree with them at all, because [I . 
think the storage facilities are part of the 
pipeline system and they are therefore charge- 


able against the pipeline rate. 


Iam just wanting to know what you would do with- 


out charge. 


I do not say I would do it without charge, you 


are trying to do this. 
No, I am not trying to do anything, I am not try~ 
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ing to put words into your mouth. 
I hope you are not. 
< want to know what you would @o as to storage 
for the British American. 
That would be a matter for future agreement. 
But as you presently see it, and maintaining this 
Charge which you are now making, that you are now 
paying, of $3,000. 
You are exaggerating that, let us have it exact, 
$35,000.00 a year. 
2900 and something, is it a month? 
Yes. 

Luu ts y 
How much storage has the Lion, your third customer, 
had over say the last six months, to what extent 
have you been required to supply storage for your 
third customer over say the last six months in 
these tanks at Hast Calgary? 
I have not that. It has been for very short 
periods, for very short periods. 
Do you know this, just one more question, do you 
know precisely what happens to the British 
American oil when it arrives, it goes into your 


storage tanks, does it? 


Yes. 


And do you know the arrangement between the Imperial, 
the refining arrangement between the British 
American and the Imperial? 


No. 
As to when that is drawn off the tanks? 


No. 
Or whether it maintains its identity as British 
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American oil when it goes through the Imperial? 

A I ado not know. 

@ You do not know whether it is a question of 
Pelniing crude to the Imperial or buying re« 
fined products? 

A No I do not know. 

Q If it were that then of course ell of the oil 
8 virtually the Imperials amd they Simply make 
an adjustment in the delivery of refined produsts 


to the British smerican. 


A I camnot answer your question, wir. Frawley. 
MRe FRAWLEY: AL Pigh te. 
Q MAJOR LIPS=T?: Have you any idea as to the 


cost of those storage tanks in Bast Calo‘ary? 

A No I have not but it can be ascertained for you. 

Q You never considered whether the question of 
$5500 a year was a proper charge? 

A Well it figures ovt on the basis of 17¢ per bar- 
rel per annum, which is less than a cent and a 
half per month. 

Q What I was thinking of was the question of 
whether it was really considered on a commercial 
basis, and whether it would be cheaper for you 
to put up a storage tank, tham to pay $35.000 a 
year. 

A If we were positively sure that the life of the 
field was going to be extended over a period of 
years it possibly would be cheaper to build 
storage of our OWNe 


Q Anyway you have not considered that? 


A Yes, we have considered 1% but for the present time 
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we do not care to make any larger initial invest- 
ments than were absolutely necessary to take care 
of market requirements. These tanks were avail- 


able and we rented then. 
TO MR. PLOTKINS: 


iy Lord, the purpose of the questions I will direct 
to ire MeLeod is to bring out matters conmected with 
pipeline operations, rates and practices as they 
affect the other branshes of the industry, particul- 
arly production, refining and marketing. They will 
be of a general nature with a view to correlating 
and placing in proper perspective the part that the 
Rhoyalite Oil pipeline plays in the general com- 


petitive scheme of things. 


THis CHATHMAN: All right, go ahead. 

MR. PLOTHINS: Beg Pardon? 

THis CHALKMAN: Proceed with your question. 
MR. PLOTKINS: As part of the integrated bus= 


iness of Imperial Oil in producing, transporting, 
refining and marketing the products of petroleum 
crude. 

Mk. NOLAN: ijy Lord, it does seem to me 
Plotkins has been afforded the privilege of ask- 
ing Mr. McLeod some questions. I have no doubt 
at a later date he will be afforded the privilege 
of making a Be remtent to the Commission and 
perhaps now he should confine himself to these 
questions which he thinks are pertinent to this 
inquiry. 

These questions which I am 
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supposed to ask are for the purpose of making my 
statement intelligent to the Commission. I could 
make all the statements in the country from now 
until Dooms Day and not convince the Commission 
unfess I showed some of thé things that exist 
between the Royalite and the industry in general. 
TH CHATRMAN: You have satisfied counsel 
for the Commission that the questions you pro- 
pose to put are relevant to the issues with 
which we are concerned and therefore proceed 
with your questioning. 

MRe PLOTKINS: Kiy aim is to bring out cir~ 
cumstances. 

THE CHAIRMAN: Mir. Plotkins, I said to pro- 
ceed with your question“ng. 

Q MR. PLOTKINS: Mr. IbcLeod, do yeu agree that 
one of the purposes and functions cf the Royalite 
Oil Company as subsidiary of Imperial Oil is to 
produce crude oil or naphtha or gas for use by 
Imperial Oil in their refining and marketing op- 
erations at the lowest possible ultimate cost of 
production? 

A Will you repeat that question, iire Plotkins, if 
you would come up here a little closer, I do not 
hear you very well. 

Mk. NOLAN: Come over here. 

Q MR. PLOTKINS: Do you agree that one of the 
purposes and functions of the Royalite Oil Com- 
pany as subsidiary of Imperial Oil is to produce 
erude oil cr naphtha or gas for use by Imperial 


Oil in their refining and marketing operations at 
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the lowest possible ultimate cost of production? 
No, I do not agree with that, Mr. Plotkins. 

That is one of the purposes? 

No, as manager of the ROyelite I aim to get the 
last possibaa cent that the Imperial 011 Company 
will pay for that production. 

Well that is true. 

Yes. 

But being that the Royalite owns 70%, I mean the 
Imperial owns 70% of the stock, any benefit which 
you derive for Royalite indirectly will benefit 
Imperial Oil. 

Yes. 

That is if you get $1.10 or $1.50 a barrel for 
any product and that produces a profit, Imperial 
Oil py their ownership of 70% of the stock will 
benefit. 

If the Royalite pays a dividend they will. If 
they do not pay & dividend then the Imperial or 
any other sfmreholder will not benefit. 

Is that a fuct? 

What . 

Is that your experience with subsidiaries of your 
cwn Company, that you do not benefit to the extent 
ef the assets which you accumulate. 

You benefit on paper but you do not benefit by im- 
proving your bank account. 

You do not benefit by the use of those assets? 

I do not know what you mean by that. The only 


assets of which I take cognizance are those thet 
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produce profit. 
Q Or that can be used in your business to produce 
profit. 
A Yes. 


Q No that if Royalite as e subsidiary that controls 
a large acreage, of probable productive acreage, 
and if you wamt to make a deal for some dritting? 

A Yese 

G Do you mean to say you would not take advantage 
of the fact that you ow: some acreage, thr ough 
one of your subsidiaries, in order to make 2 
deal that would be of advantage tc Royalite? 

fi I would take advantage of any deal which was 
fair and equitable. 

Q Naturally they would ve fair and equitable, I am 
not suggesting any bad methods in using the 


assets of the subsidiary. 


A No. 

Q That is the purpose of setting up a subsidiary. 
f Yes. 

Q So that coming back to that question now, let us 


analyze Royalite's funetion, it is to preduce erude 
or gas or naphtha. 

A Yes. 

Q, At the greatest profit to itself, or in other 
words at the least possible cost of production 
and at the highest selling price. 

£ That is our aim. 

@ Yes. 


A That is our aim. 


_— 


a 
a e . 
fas fi 
i : 
¥ ‘ 


> 


ne 


~ 


John MeLeod 


- 848 - 


Q To accomplish this Royalite acquires interest in 
perspective or potential oil land on the best 
possible terms with a view of immediate develop- 
ment cr otherwise and acquires, by advancing 
money or other methods, royalties or other in- 
terests in potential independent, completed or 
uncompleted, ofl or gas wells, is that ea fact? 

A Yes, we have done that. 

Q That is part of your business? 

A Yes. 

THE CHATRuAN: itr. Plotkins, when you are 
putting these questions do it slowly, will you, 
so that the witness will understand. 

MR. PLOTKINS: Thank you. 

Q And this is for the purpose of obtaining the ex- 
clusive use or control of the crude or gas pro- 
duction at the lowest possible cost. 

A I do not know that it is done for the purpose of 
obtaining the exclusive control. 

Q Well you do not make any contracts with anyone, 
to buy oil or gas, except if they sell you the en- 
tire output for the life of the well, that is my 
understanding. 

A Wile have made contracts with different people to 
buy the oil, that is that they are permitted by 
law or regulation to produce, but not all the oil 
thet they can produce. 

Q Wo, what I mean by that is, there are exceptions, 

but there are very few exceptions. 

No, I think you will find, I am not familiar with 


the contracts which we have, T am not familiar with 


eet ” 
. “e 
rod ¥s std 
o ae 


on ; 
wun “ 
< nn 

a es 


- 


ny 
! 


~ 


N 
fae 


r 


2 


gohn McLeod 


~ 849 - 


the details of the contracts but I think you 

wilt find thet in each and every case there is 

a clause in there that we will only purgshase 

what the proé weer is permitted by regulation to 
produce. 

That is correct, Mr. McLeod, but what I mean igs 
this--~- 

You said, itr. Plotkins, "all the production". Now 
6 hat is very misleading and I am giving you this 
for your benefit. 

I will qualify that and say under your agreement 
with a different producer you say you will take all 
the production as prorated either by your Company 
or at the present time by the Board, that is core 
rect? 

At the present time. 

The effect of that is--~ 

I didn't say prorated by our Company. 

That is in fact what happens? 

Yes, and that we would agree to prorate our wells 


in the same manner as everyone else who was con= 


nected. 
MR. PLOTKINS: That is true. 
MR. FRAWLEY: Mrs plotkins, let me inter- 


rupt. Mr. Nolan has been good enough to bring a 
copy of the contract and it does sean futilo 1! 
for lure MCGLeod and Mr- Plotkins to be differing 


about what the contract says. If Nr. iicLeod will 
just acknowledge this as the form of contract, it 


might gc in and then the Commission will have it to 


look at. 
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THE WITNESS: I had hoped, Mr. Frawley, 
to get away from the details of these contracts. 
‘MR. FRAWLEY. I am not asking to go into 
t he details. 
THE CHATRWAN;: | Is that your standard form 
of contract? 
MR. NOLAN: Yes; and all ir. Frawley 
wants you to do is to identify it for the pun 
poses of the record as the standard form of con- 
tract and then it will be marked. 
MR. FRAWLEY: You can assist him. 
MR- NOLAN: Yes, that is the standard forn 
of contract. 
THE CHATWAN: All right it will be marked 
exhibit 350. 
STANDARD FCRM OF CONTRAGT used 
by the Royalite Oil Gompany | \ 
here marked as exhinit "30". 
MRe FRAWLEY: Perhaps I should say jist a word 
ty way of description of the exhibit. It is a form 
of contract between blank, the vendor, "hereirn-- 
after called the vendor" and the Royaelite Oil 
Company Limited “herein after called the purchaser", 
the first covenant, the first mutual’ covenant is 
"ths vendor Rea sells to the purchaser and the 
purchaser hereby purchases from the vendor, subject 
to what is herein after provided, all erude oil 


and-or crude naphtha produced from" being a des- 


cription of the property. 


THE CHALRWAN: Tre t contract is made between 


whom, the producer and what Compm y? 
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MR. FRAWLEY: It is made between the producer, 


the blank producer and the Royalite Oil Company 


Limited. 

TH CHATRMAN: It is the Royalite, not the 
Imperial? 

MR. FRAWLEY: No, not the Imperial. 

MR. FRAWLEY: Now I do not want to delay, and 


— 


{ just want to see wiether there is any modification 
from that dovenant that I read to you. I take it; 
Mr. Nolan, you are much more familiar with this than 
- am, there is no modification from that covenant of 
any importance. 
MR. NOLAN: Clause 44C) "the purchaser shall 
at all times have the right to curtail the produc- 
tion to be taken by it in accordance with the pro- 
visions of this agreement and in the event that the 
purchaser shall so curtail the said produetion then 
and in that event it shall do so on a basis which 
shall be, insofar as it is logically entitled so to 
do, pro=rata with the reduced quantity purchased 
from other producers and the quantities produced by 
it from its own property and the vendor will, insofar 
as it is legally able to do so, curtail such pro- 
duction accordingly". 
MR. FRAWLEY: Yes, that is the only one you 
want to call attention to? 
MR. NOLAN: Yes. 

Q MR. FRAWLEY: Mr» McLeod, the covenant Mr. 

Nolan read is a covenant which permits you when the 

+4 d@deaand goes down to say to all tne produsers thet 


marke 


you are only taking their production pro-rata? 
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That is it. 

And as a matter of fact that Glause is not now of 
any importance? 

Io. 

The Conservation Board now does what this clause 
intended to do? 

Exactly. 

So I presume it does leave it then that insofar as 
the producer is concerned he must turn over all 
Pet erodicsicn to your Company, that seems to be 


une fact, is it not? 


MR. NOLAN: Yes. 
THE CHATHM AN: Is the answer "yes". 
WITNESS: There is sae misunderstanding 


there, sir. Regardless of any contract which we may 
have at the present time and regardless of the re- 
quirements of the Imperial Oil or the British Ameri- 
Gan, under the present directions of the Conserva~ 
tion Board the market is distrihuted between the 
different producers of the wells and the calcula-~ 
tion is made by the Conservation Board or the 
production of each well as allowed to be made. For 
example if the Imperial Oil Company had contracts 
frr, we will say, 10,000 barrels a day and the 
British American Oil Company had contracts for 

8000 barrels a day, a total of 18,000 barrels, the 
British American at the present time might only re- 
quire 7,000 barrels and the Imperial Oil Coupany's 
allottment or their orders to the: Bomrd were that 


"we require 11,000 barrels", that is 18,000 barrels 
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would be used, regardless of whether it came from 
a well the production of which had been contrasted 
by the British American or whether it came fron 
the Imperial 011, that well would receive Ats true 
allottment of that 18,000 barrels per dav. I hope 
L have made Se ee on that. 

Yes, that is quite clear, Mr. hicLeod, but all I 
wanted to bring to your attention is this, there 
is the Sunset O11 Company, whatever the name of 
the company is, has made a contract, perhaps it 

is with you? 

Yes. 

One of these contracts? 

Yes. 

All I wanted to call to your attention is this, 
you would not permit the Sunset Oil Company to 
notify you that for the next two or three months 
they have some arrangement with a refinery down 

in Saskatchewan and they were going to sell their 
oil to him for two or three months and then they 
will came back to you and deal again with you. 

I would strenuously object to it. 

And very properly because that is what they have 
covenanted to do. 

Yes. 

To supply all their oil to you? 

Yes. 


And that is all it amounts LO. 


Yese 


THE CHAIRMAN: Before you continue, if I may 


interrupt, because it occurs to me, Mr. MeLeod, you 


spoke of the Be A- requiring so much and the Imperial 
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requiring so much for a given day. 

Yese 

SO many barrelg. 

Yes. 

Have you ever had the experience of the Conserva- 
tion Board refusing +0 allow the amount of oil to 
be delivered that would correspond with the market 
requirement. 

No sir, I have no recollection of that. Zach 
company as I understand, the producer at the 
present time makes its own nominetion when a new 
order is to become effective, to be made effect- 
ive and that total is the total production that 
the Conservation Board allow. 

The Conservition Board has always, heretofore at 
amy rate, hes always allowed everything as called 
for? 

I have no knowledge of any shortage sir, at any 
vime.e. E£ have some knowledge of over~production, 
which could not be chargeable to the Gonservat ion 
Boar de 

It has never come to your notice that the Board 
has refused? 

No. 

Po allow extraction up to the point of market re- 
quirements? 

It has never been brought to my attention. 

WMRe PLOTKINS: While we are dealing with that 
subject, lir> eaten you made the statement that 
irrespective of the operations of ordering or nomine 


ating by the aifferent refining companies, that the 
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allcttment would be diiteeaee over the field? 

I believe is the objective of the Board. 

Yes, there is no doubt about thet. 

Yes. 

Now you have had that same conditions from time 

to time, you, as head of the Royalite, it is your 
duty to produce as much oil as possible for the 
imoerial Oil, is it not? 

50 long as I produce my well efficienctly. 

What you mean efficiently, is at the lowest pos= 
sible cost? 

No, not necessarily, Wre Plotkins. 

Not necessarily? 

No, you might produce+-~ 

That is my interpretation of efficientiy. 

You might produce at the least possible cost and yet 
produce inefficiently. You may have a well that was 
quite capable of producing a 1000 barrels a day and 
if throw that well open and produce that 1000 barrels 
per day at the same cost daily, not the same cost 


per barrel but the same daily cost? 


Yese 
That you would produee 300 barrels a day out ef it? 


True. 


Your direct and indirect expenses against that well 


will be the same as if you threw it wide open but if 


you produce it at three hundred barrels a day never+ 


theless the ultimate recovery of that well would be 
much greatere 


Truee 
But for those days where you were producing the 1000 


. 


ee 


y 


ws - 
eo sis 
Hj 


John MeLeod 


= 606. = 


barrels a day you woula have very cheaply pro- 
duced oil. | 

You do not work on a day to day basis but you 
naturally work over a period and when I say 

lowest cost, I mean the final ultimate cost. 

You word your question in that way, if you put 

your question in that way, Mr. Plotkins. My own 
idea is that we are endeavouring to produce as 
efficiently as pessible at the lowest possible 
coat. 

Then we are agreed on that? 

Yes. 

So when the Boarg was organized and you were faced 
with the rew situation, before that you could pro- 
yate your own well on your owm mind, but when the 
Board came into the picture they said "well you can 
only nominate and therefore you must allow us to 
prorate ever the whole fiela", not only on your owt 
wells under contract~~-- 

Mrs Plotkins, before you go any further on that 
question, might I be allowed to correct you because 
I do not want you tm mislead this Commission? 

I am not trying to- 

I begged this Conservation Board for some time to 
take proration off my hands and accept the respon- 
sibility of setting the allowables for the dif- 
ferent wells throughout Turner Valley. 

Yese 

And then your question is, when the Board said we 


are gsing to take this out of your hands and tell 
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you what it is, it is just the other way about, 
that I requested the Board time and again before 
they were prepared to do it, to get ready to do 
it so that I would have no more responsibility 
with regard to prorating our owa or indepéndent 
production. 

I do not dispute that, tir. ticLeod, that you went 
to the Board or at least you endeavored, you 
tried to get the Board to do it instead of the 
Royalite. 

Of course your question would lead one to believe 
that I was forced into that position. I beged to be 
released of it. 

No, I did not mean to leave thet impression, and TI 
want to correct it if I did. shen the new sit- 
uation arose you, as a good business man and head 
of the Koyalite, endeavored to adjust yourself to 
that new situation. What I am trying to say is 
this, that you were than faced with a different 
problem, is that the fact? 

We were faced with a much lesser problem. The 
problem was thrown on the shoulders of saneone 
else. 

What I mean by that problem, and I can probably 
clarify it, is where you could produce, if you 
needed 75% of the output of the well, that was 
supplied you, you eould produce 75% in direot 
ratio, is that a fact? | 

Mre Plotkins, are you speaking of crude oil? 


Crude oil. 
Well I have not the records before me but I doubt 
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very much if there was ever a time that the Royalite 
owned 75% of the crude production in Turner Valley. 
Iam just citing it as a basis. 

Then let us take a more reasonable figure. 

Let us take 50%. 

Take something less than that. 

Take 20%? 

Yee ,/all right. 

That is only a figure to show the relationship be- 
fore the Board started and after the Board functioned. 
Yes. 

If the Royalite owned 2 0% and they had under contract 
80% of their requirements, they did prorate that 100% 
to their own wells and the contract wells, to suit 
their own requirements, that is correct is it not, 
the contract says so? 

Oh yes, we prorated the market, sure. 

So you prorated your om wells and tho other wells 
under contract to meet your narket ? 

To the best of our ability. 

New when the Board said, when you made your fomtna~ 
tion tc the Board, after the Boaré was created, 

that relationship of 20 to 80 was disturbed because © 
your requirements were spread over the other wells. 
Being the Imperial Oil ims the larger part off the 
market, naturally the other independent wells would 
benefit even although they were not unden contract 

to Imperial Oil when you made your nomination or 


the Imperial 011 made its nomination to the Con- 


servation Board. 
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A The other wells would benefit. 

ia Yes. 

A I.would say they semred their fair share of the 
market accarding to the Board's judgnen t. 

Q They secured a bigger part of the market than they 
did before. 

A If they were entitled to it. 

Q If there were 100 wells and 50 of them before that 
were owned by Koyalite or under contract, and there 
were 50 outside the fold and they didn't have as 
big a market for their output as the Royalite had, 
whem the Board came into the picture and said 
"we will distribute this market over the 100 wells 
instead of the 50", naturally the share of Royalite 
in those 50 wells would go down and that is what 
actually happened, was it not? 

A Yes, I think so. 

a So your problem as manager of the Royalite Oil 

Company was to put yours, your Company back in the 

game position you were before and what I mean by 

that, you put yourself back where you supplied 20% 

ant 80%, 20% from your own wells and 80% which 

you had under contract, which means a lot more 

than just buying, seeing you have an interest in 

those wells and you were thea faced with the 

problem of rearranging your relationship in that 
field, is that clear. 

It is not very clear, Mme FLIOCKINS » BOs ok Oo. no. 

think it is clear to anyone and it is certainly not 


to me. 


Q Those are the problems, Mr. McLeod. 
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A You have not taken into Consideration any of the 
factors which the Board does and rightly should 
take into consideration in making the allowcbles 
for each and every well in Turner Valley. You 
have just talked about so many wells, 50 wells 
here and 50 wells here, and you have taken it 
for granted that the conditions are the same in 
each and everyone of them.. 

Q No I have net. 

a You have talked about the number of wells and the 
percentages of wells, that the Royalite has in 
that number of wells. They might numerically have 
the percentage you suggest but by the Board's 
estimate, and I quite agree that they have taken 
into consideration every factor wich should be 
taken in, acreage, bottom-hole pressure, gas-oil 
ratio, and that is about all you can do, in 
Calculating the allowables. Now you may have 50 
wells here in this badly drained area which has 
a very low allowable and 50 wells over here with 
a large allowable, due to the fact they have a 


high bottom-gole pressure and the maximum of 


acreage. 
Q You are digressing? 
No, I am not digressing. 

Q In my business I naturally weighed it, otherwise [I 
could not stand up uncer competition with your 
compa ny or any other company, and when I say that 
T have taken into consideration the fact that there 
has bee practically no change in the average out- 


put, I am talking in relationship to market, because 
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the factor of acreage which you seem to labour on 
has altered the position very little; the factor 

of bottom-hole pressures existed before. In other 
words the crly new factor that the Board has ine 
troduced, which sy the way reacted to the advantage 
Of Royalite, was acreage. The rest of the factors 
existed and had been working themselves out in the 
natural course of events. 

Thus far, it has not, Mr. Plotkins, reacted to the 
advantage of the Royalite for the reason that in 
calculating crude allowables my understanding is 
that 40 acres is the ellowable. 

Is the unit? 

Is the maximum and up to the present there are very 
few wells in Turner Val ey that have less than 40 
acres. There are a few I will admit in the old 
proven area, that only have a 20 acre allottment but 
beyond those at or three, each and every well so far 
ag I know has a 40 acre allowable, but where the al~ 
lowable is cut dowm, amd seriously cut dcwn is the 
further reduction in bottom-hole pressures and gas- 
oil ratios, 

Is that the fact, M2- McLeod, when the Conservation 
Board actually prorates the market, is it not true 
then that all these other factors disappear as a 
matter of practice. 

No, in allotting allowables to each well they do not 
Geeemneas. They are taken into full consideration 
by the Board as will be proven before this investi- 
gation is over; because Mr. Frawley mentioned yester~- 


day he wanted to hear something about efficient oper~ 
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ation and J think that is one of the points 

that the witnesses will bring out, sir, that 
these bottom-hole pressures are an indication, 
these fast drops in bottom—hole pressures are 

an indication of inefficient Operation and that 
is the point I am trying to make with Mr. 
Plotkins now, that you cannot take 50 wells here 
and 50 wells here and say you have a percentage 
in this and a percentage in this because you can= 
note If you do conduct inefficient operations in 


these 50 wells or any other 50 wells, then your 


&llowables would be so seriously cut, because the 


Board would know because they have the record, but 
you would not control the situation. 

You made a statementt yesterday that if you had your 
way you would operate that field on a uniform basis, 
is that not correct? 

No I didn't say that. 


More efficiently? 


No, the chaimean asked me what were the alternativew 
to operating this field, to take care of the market, 
and I did my best to tell ‘him what the different 
alternatives were.e One was to create storage or 
build storage and operate those wells at a uniform 
rate throughout the yeur, 605 days in the year. 

And you recommended that particularly? 

I didn't recommend it, I beg your pardon, I was not 
asked to reconmend anything. I was asked to state a. 
what I thought the alternatives were. 

Is that your opinion that that is the best method? 


Just a moment, Mr. Plotkins, until I get through 
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with this. The other alternative wag to meet 
market requirementa as they came, if the fiela 
would produce the oil, which in my Opinion would 
be inefficient operation until we had oreated a 
much larger potential than now exists, of proven 
potential. I am not talking about reserves. That 
would be saying that if we had, if we really did 
have 60,000 barrels a day and wanted 40, I believe 
the wells could be produced on that be sis 50% 

aad not be seriously injured. 

Q You surely would not recommend that method. 

A I am not recommending it. I say that they could bea 
produced over a short period of time at 50% of 
their actual pcetential. 

Q Yese. 

Now we will all differ about potential and how to 
secure potential. All the experts and practical 
men in the oil business will argue about how to 
secure potential and there never has been more tha 
two or three of them agreed on that yet and then 
the third method is, that producers who are now 
producing, and ¥ en the peak comes import the re~ 


quirements, import the difference of what we have He 


and the requirements. 
@ All right, to go back to the original question-=—— 
THE CHAIRMAN: Before you go on precisely what 
do you mean by the nerd "pctential" in the sense in 


which you have just been us ing it, Mr. McLeod. 


Well it has been a word about which there has been a 


great deal of argument, sir. 
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Q THE CHAIRMAN: I do not want the true def- 
inition, I want to know what you mean, whether 
it is the same as the trve definition or not, 
whem you were using it in reply to Mr. Plotkins. 

A I think if a well were produced efficiently 
without a distinct waste over a period of .40 
days, the average of that well's production, 
the average daily production over that period 
should be named the potential of that particular 
well at that time. ist the present time they 
make tests which for instance are carried on 
for three or four hours and then they take the 
average of those three or four hours and mul- 
tilpy that by 24 and that is the way the well's 
potential is arrived at, and that is one reason 
why we have been told that Turner Valley has a 
potential of 60,000 barrels a day, whereas when 
it was called upon to produce 28,000 barrels 
last August and September they had difficulty 
en doine it. 

THs CHALTHMAN: * fll right, Mx. Plotkings 

Q MR. PLOTEINS: To go back to this relation- 
ship in the number of barreks produced by Royalite 
and its controlled wells, or at least its wells 
under contract and the other wells belonging to 
other companies or individuals we will take into 

consideration all those factors and you now 

qualify it by this fact, it would still remain 

a problem for you as head of Royalite tosee 


that you proquced as many barrel piv, Tow aap ing 
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it in another way, that you gave Imperial its 


requirements and in that figure--+ 


A If you chamge the word "gave" to."sold". 

Q sOld, al1 right, sold to the Imperial. 

A Yes. 

Q Sometimes you tell us you only buy for the 
Imperial and somet imes--~- 

Li We sell our own products to them. 

q You talk about acting as agent, so I don't know 


whether you sold or not. 

A Let us clear that up before we go on. The 
Royalite production is sold by the Royalite to 
Imperial Oil Limited at the field price. 

Q Yes. 

The Royal ite acts as an agent to purchase crude 
oil for the Imperial from independent producers. 

Q That is right? 

A Yes. 

Q Now your problem then would be that, where before, 
out of every 100 barrels of crude which reached 
the Imperial Oil, you produced or controlled under 
contract we will say 50 barrels out of the 100, 
and after the Board came into the picture you only 
produced 40 barrels out of every 100, your atm as 
a good business man and as head of the Royalite, 
properly fulfilling its function for which it was 
created would iy age it that you took steps to 
re-establish eat balance, is that not a fact? 

A How eta you do it wir. Plotkins 

Q I am not going to say how you Will dO it. We will 


go into that afterwards but is that not the 
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problem you will be faced with. 

My problem is to produce every barrel of oil 
which can be economically produced from Royalite 
acreage. Beyond that I have no particular 
problem. The crude I am talking about. 

Il am talking as a producer of crude. 

Yese 

Royalite is mainly a seeateen of crude? 

Yes. 

It is functioning as a producing and carrying | 
subsidiary? 

Yes. 

So therefore you, as head of the Royalite, woulda 
aim to secure crude, to drill, or acquire wells 
or any other necessary equipment to produce 

crude at the lowest possible cost, not any one day 
but over a period of years? 

Yes, that is true. 

So the more, the greater the production of oil 
which you supply to the Imperial, that belongs to 
or is produced by Royalite, the greater the 
profit, if there is a profit in drilling and 
operating oil wells. 

The more I produce, no matter to whom I sell it, 
the greater the amount of money the Royalite will 


have to divide. 


The Royalite does not sell to anyone else except 


the Imperial? 
Our production is sold before it is produced. \\ 


So we can come back to the same point, the theo~ 


nee, 
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reticdl arrangement of Royalite is to produce 
erude so as to furnish the Imperial with 100%. 

A You could hardly suggest to this Commission, 
Mr. Plotkins, that that has been the aim of 
the Royalite, or they would not have made these 
kind of contracts at a time when there wq@s no 
conservation, at the time when the Royalite had 
the right to produce their crude wells as they 
wished and at a time when they had practically 
enough oil from production to supply the Imperial 
requirements in Calgary, but they didn't do it. 

Q I realise that. 

They wrote this kind of contract wbrthidifferent 
producers throughout Turner Valley and agreed to pro- 
ratio their welis with the independent, if 
proration was necessary which they did do. 

Q Which they did do? 

Yes, so your suggestion that the objective of 
the Imperial, of the Royalite, is to secure 
enough crude production to supply the Imperial 
@il with 100% is at this time I think rather far-~ 
fetched. 
Q E did not say tit, I qualified that. 
You said it. 

Q I said if that were possible, or I will put it 
another way, if it were good business to do so, 
but it is not good business. 

A No, it is certainly not. 

Q Every oil man knows that company, as a general 


matter of policy, wants to supply 100% of its 
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requirements, for obvious reasons. 

A I took from your question thet that was the 
objective, in your Opinion that was the ob- 
jective of the Royalite. 

Q Oh no, I am not saying that. 

To carry on their program so that they would be 
in a position to supply the Imperial 100%, 
Q That is a theoretical matter that I put. 


A Well let us talk practical, you and I are 


practical men, Mr. Plotkins, let us leave 
theory out of this, will you not. 

Q The only reason I em theorizing now, I am leag- 
ing to other questions, to see why you, as the 
head of the Royalite, would not consider it 
good business to produce 100% of your require- 
ments. 

A Well I do not know what your objective is. 

Q Of course I can see your difficulty, you are 
handiing one branch of the business. 

A And my hands are full too. 

Q Yes, I realize that, and the trouble is in the 
oil business, tinless there is correlation of the 
different activities, one man sitting on top and 
correlating these different departments it is 
impossible tO intelligently build the picture 
unless this one man is sitting there and saying 
"T am directing the whole énterprise”. If you 
have one man saying "I am handling only the 
production" another mam says "J am handling the 
refining" and another man says "I am handling the 


marketing", unless you can correlate those dif+ 


g0hn McLeod 


“Cog 


ferent activities and get to the head of the firm 

who has the power to take these different branches 

and use them in the best scheme, that is why I 

think Mr. icLeod is probably refusing or at least 

does not think fit to answer or to take into con- 

Sideration, that is probably what I should say, 

these factors that go beyond the immediate policy 

of Royalite Oil, in other words he does not have 

to take into consideration what happens after- 

wards or how the Imperial uses the Royalite in 

its general scheme of producing, refining and 

marketing, so I will go on with my question. 

THE CHAIRMAN: i? se MeLeod speaks for Royalite.) 

amy questions you have to ask him with regard to 

that or anything else he Knows about he will 
answer but he tells you he speaks only with re- G 
spect to Koyalite. 

Q To come back to Royalite and to the position that 
you were faced with, the Board distributes the 
potential market on the basis of allowables to 
each well and as 1 tried to find the picture, [I 
do not know what the situation is, I am not say- 
ing I know the exact percentages but I do know 
that before you prorated your own wells and kept 
the market to your own wells, now when the Board 
instituted allowadles and spread those allowables 
over the whole field, that your relationship then 


did change. 


THE CHAIRMAN: Well ask your question. 


A MR. PLOTXKINS: I think you admitted that, Mr. 
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MicLeod? 
At what period do you refer, to what period do 
you refer? 
Iam saying before the Board functioned the 
Royalite owned so many wells? 
Yes. 
Contracted the production of other wells? 
Yese 
Ang if it had a market of an average of 10,000 
barrels it distributed that market, whether it 
was high or low, I mean say 10,000, over all 
those wells, it distributed then over those 
well s? 
Yes. 
And the result was when the Board came along and 
took that 10,000 barrels of Imperial Oil market 
and distributed over the whole field, the share 
of each well belonging to Royalite or controlled, 
or the produetion controlled by koyalite, went 
down, is that not a fact? 
Mr. Plotkins, I think the time to which you refer, 
practically every well in the field was under 
gontract els to Imperial or the British American. 
True, yes, that is true- 
Practically every well in the field. There were 
times when the British American may have had a 
small surplus in sast Calgary, there might have 
been other times when they were short and used 
sone of our oil which they paid back oub of re- 


ceipts which came in latere I am just using this 


as am example, I do not know that it actually 
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existed. 
Yese 
When the Board came along then they prorated the 
whole market so that there was no Overage for the 
Ba As Or no underage to the B. Ae, no overage to 
the Imperial and no underage to the Imperial, 
the same thing as to the Imperial, each man re« 
ceived the nomination he made to the board and 
that, the total of that nomination was distributed 
over every well in the field which came under the 
Board's jurisdiction. 

Q That still doesn't answer the question I asked 
you, if the relationship from your stand point 
as head of the Royalite, you are not concerned 
with these other things except as they effect 
your business? 

A No. 

Q If before you produce 100%, that is probably the 
clearest way to put it, of your own requirements 
either from your own wells or through the wells 
you had under contzatt, that was before the 
Board came into existance? 

A Yese 

Q You did produce 100% of your requirements, there 

is no doubt about that. 

Vou means 


Either by your own wells or wells under contract? 


Yes. 


So you did produce 100%? 


Yese 
Now a week afterwards or 4 month afterwards we will 
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say, the Board comes along and you make your nomina- 


; tion, the Imperial rather makes its nomination? 


Me 


Yese 
To the Board? 


Yese 


& F&F 


And the Board says "well here this well produces 
this and that well produces that andss+ 

THu CHATRMAN: Mre Plotkins, I suppose the 
witness knows but I would like to know just what 

do you mean by "making your nominat ions"? 

MRe PLOTKINS: The Board each month, my Lord, 
phones you,-I have asked tham to do it in writing in 
future because there are several inconveniences 
doing it informally, writes us and save "wmt 

will be your requirements, the market requirements 
of crude cil for the next month", that is wet 

they call "a nomination". 

THE CHAIRMAN: I see. You write back and 
requisition so much so to speak. 

MR. PLOTKINS: Yes. what we do, my Lord, is 

on figure what our probable sales will be and re= 
duce it down to the requirements of crude oil and 
the: we divide it by the number of days and we 

say we will need an average of so many barrels a 

day and that goes into the office and they use it 

in their calcuatkons to set up the total market 
requirements. | 
THE CHALRMAN: So when you speak about "nomina- 
tions" you are talking about what you and others 


like you tell the Board you may require a month ahead. 
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MR. PLOTKINS: That is it. 
THE CHAIRMAN: Thank you. 
MR. PLOTKINS: ‘80 before the Board came into 


existence you produced 100% of the oil you sup- 
plied Imperial? 

Yes. 

Whether you sold it or whether you bought it as 
agent? 

Yes. 

That is right? 

Yes. 

When the Board made the allottments to each well 
it does not necessarily follow that the number of 
wells you control produce 100% of the oil you sup- 
ply the Imperial, does 1t? 

It doesn't necessarily follow, no. 

In fact it worked out thet you supplied less than 
100%. | 

It would only be by. calculating the allowables of 


our own and contract wells we could determine that, 
Mr. Plotkins. 

Did you determine it? 

Could 1)? 

Did you, I meam after the first month you were faced 
with the new situation? 

Somebody may have done it in the organization but I 


didn't. 
Did you cause it tc be done or to be informed as to 


what the situation meant to you? 
The only situation which was created for me was that 
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I was going’ to produce so many barrels of oil per 
day, the percentage of them would not concern me. 
You are the head of a big corporation? - 
Yes. 
You have all the facilities? 
Yese 
Far keeping yourself informed? 


Yes. 


You have accountants, you have engineers and you 
have all the necessary machinery? 

Yes. 

To keep well informed? 


YesSe 


Oat ia & 


So that when the situation arose that you @o 
longer were in as good a position or at least in 
as profitable a position, to supply your own oil 
100% to the Imperial Oil, you certainly did take 
steps or gave orders to tell you from your organi- 
zation, to let you know. 


What makes you say that, iirs Plotkins, what makes 


» 


you say that? 
Q Well because I know how I would have acted in 
similar circumstances? 
Oh. 
An@ you are a good business mean. 
Of course that may be your idea of it. 


And I assumed you acted in that way. 


S& - LO &. 


That may be your idea but there .ave other things 


& 


besides the prrcentages to be considered in this 
and if you had given me some idea or given our 


solicitor some idea of the questions tlt you 


nate: he 
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intended to ask me I would have been prepared 
with the absolute facts to deliver to you ani 

to this Commission, or to this Commission and 

to you, but to spring a question like that on 
me and expect me to aniswer it out of my head is 
just a little unreasonable I woulda Say. 

Maybe it is but I know,.as you said yesterday, 
you are like me, you have had no academic train- 
ing? 

No. 

You keep everything pretty well in your head? 
Oh no I don't. 

You decide on hard-headed business rules? 

Yes. 

You keep in mind What is good business and what 
is not? 

If you will write that question, Mr. Plotkins, I 
will get you the answer for it but I am not 
going to mke any attempt to answer it now. 

we will put it another way, if that were a fact, 
I mean if you produced less than 100% and it 
meant that you were going to buy somebody else's 
oil, that is oil that you did not have under 
contract or that you did not produce from your 
own ment vh ich in both cases cost you less than 
you had to pay to go outside and buy it, then 
you would take steps to remedy that situation? 
Are you attempting to determine the cost of pro- 


ducing a barrel of oil now? 


No- 
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A Then you assume that the erude that the Royalite 
produces costs less money than it costs to go out 
and buy it? 

Q Yes, because Royalite makes a profit. 

Yes, but there is much mare in their Operations 
besides production of erude oil. 

Q True, but they are only incidental. 

There was some time that we operated before there 
was any crude oil. 

Q The pipeline activities, the land activities, they 
emeouonly for one purpose, to find oi1 and to ~ 
transport it to market and therefore they are in- 
cidentals. 

A We produced a lot of oil before there was any 
crude oil. 

& It was naphtha and now it is orude oil? 

Yes: 

Q And later on it will be gas. You are producing at 
a profit or you camnot stay in business? 

A Yes. 

Q Therefore when you buy a barrel from someone else 


it is certainly not as profitable as when you 


supply it yourself? 


A That is to be determined. 

Q Well the Royalite's statement shows a profit of 
$6,000,000, whatever it is, I just glanced at it. 

A Oho 

Q Iam not imputing that you are not entitbed to it, 


Iam just making the statementas a fatt. 


$6,000,000? 
Well whatever it is, & profit to pay dividends and 
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therefore they must produce g profit and therefore 
they can only produce a profit in their own oper- 
ations? 

Yes. 

So it goes without saying that they can produce 
their own oil cheaper than it can buy it from some- 
one else. 

I will agree with you at the present time, iir. 
Plotkins, that you can produce a barrel of oil 
BMI > Sic than the market price if that will help 
your case any. 

THY CHATRNAN: Until the Christmas recess we 
will have just the one reporter so we will take a 
recess about half tine. 


(An adjournment of five minutes was here taken) 


THE CHA Ins; Lll right hire. Plotkins. 
MRe PEROTKINS: bire McLeod, you agree then that 


previous to the formation of the Conservation Board 
that you supplied Imperial with 100% of Royalite 
crude whether it was produced by its wholly-owned 
wells or whether it was produced from the wells 
which it had under contract? 

From the production wiich we had under contract. 
From the production which you had under control? 
That is right. 

You are not in a position, or are you in a position 
to tell us after, at the present time, I will not 
put it that way, after the first order of the Board, 
what the conditions were then, how much of the oil 


that you supplied to Imperial Oil, was your own oil, 
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that is produced by your own wells or produced 
from the Haar you had under contract? 
A No, but I have stated iir. Plotkins, that if you 
- will write that q estion for me I will bring you 


a written answer. 


i Mr. Plotkins, I think the Commission should have 
that. 
MR. FRAWLEY: The percentage of the, Since 


the Conservation order took effect, the percen~ 
tage of the oil wiich the Imperial gets from 
Royalite ang its contract companies and the 
percentage it has to take from the independent 
companies. 

MRe PLOTKINS: That is from month to month, 
E would like to have that. 

MRe NOLAN: Now what order of the Con- 
servation Board are we referring to? 

Mie FRAW LY: Kk presume iir. Plotkins is 
simply referring to since the Conservation orders 


began to be made, about the first of Sept ember 


WITNESS: sarlier than that. 

“6 MR. PLOTKINS: You understand what I am ask 
ing? 

A. Yes, if you will write it out, if you will make 


your question very clear in writing, we will under- 
take to give you a written answer, which I can 


verify. 
Q Good enough. what I would like and Iwant to make 
it clear before I write it down, is the produetion 
month by month of the amount of oil thet the 


Royalite supplies the Imperial Qil that was its 
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own production or production that it controlled 
in relation to all the crude Which was supplied. 
Well you make that clear in your written state- 
ment, iuwr.e Plotkins, and we will prepare an answer 
for you. 

Now I am going to ask you this question, Mr. 
McLeod, if the percentages, if the rela tionship 
was 80% instead of 100%, we will assume that it 
is amd see if you agree with the principal would 
it not be good business for Royalite to re- 
establish the condition that existed before the 
Conservation Board came into existence and 
ordered this production prorated over the whole 
field. 

Which means in effect, that it would be good 
business for the Royal ite to do everything 

that could be economically done to increase its 
own production. 

That is it, do you agree with that? 


Oh certainly. 


So that in order to accomplish this end you would 
have to drill more wells? 

Yese 

Acqiire more acreage? 


Yese 
And you could then re-establish your position ir- 


respective of the Conservation Board's orders, if 
you did that. 
We coulda re-establish our position in the market 


whether the oil went to the Imperial Oil or the 


B. fe or anywhere else, because our wells, if we 
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got the production, would get our share of the 
whole market, not of the Imperial. 

Tit is not what I om saying. 

L am stating that it will be. 

You say you would re-establish your position and 
establish 100; of the Imperials? 

No, I have not admitted that. I have admitted 
that it would be good business for the Koyalite 

if they had good acreage to continue to drill 
wells to increase their production to the highest 
possible point regardless of where it went, 
whether it went to Imperial or the B. i.., or iir. 
Plotkins. 

You are not concerned with where it goes? 

No. 

You are concerned with supplying Imperial Oil with 
whatever they would use or what they can market, 
whether it goes to me or anywhere else? 

I hardly think that that is the situation at the 
present timee I think the koyalite wells and all 
the companies who pave contracted to sell their pro- 
duction to the Koyalite are in a position under the 
Board's orders, and if I am wrong I hope somebody 
fron the Board will correct me, to share that 
market, not the Imperial market, not the B. ... 
market, not Mr. Plotkins' market, but the whole 
market, their fair share of that market is given 
to then by the Board's allowable. 

That is correct, Mr. i.cLeod, if the conditions re- 


main the same, that if there was no increased 
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drilling and no conditions were altered in the 
Valley, that would be correct. 

I see what you are coming at, supposing everyone 
else quit drilling and the Royalite kept drill- 
ing, put it that way. 

No. 

You wouid not put it that way? 

No, that is not it. 

I am trying to answer your question but I ado not 
know what you mean. 

Will you agree to this, you said before it was 
profitable to produce crude. 

At the present time. 

At the present time? 

Yes. 

So that you will agree that you would endeavor 
by all the means that were in your power to re= 
establish yourself in the position where you 
could supply 100% of the Imperial Oil's require- 
ments, even if the Board do disturb that rela- 
tionship. | 

You get back to the same old status, Mr. Plotkins, 
that I am not supplying Imperial Oii'ts requirements 


or anybody else 8 requirements but everyone's re- 
qiirements, my share of it. 
That is true? 


Yese 
But you still want to produce what the Imperial 


wants--- 


If there was a shortage of oil in Turner Valley 
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each person I believe would receive his percentage. 
There is the nomination to the Board of what can 
be produced from Turner Valley and each one, if 
he wants his total nomination, would then be 
forced to import the remainder of his nomination. 

Q That is absolutely correct? 
That is absolutely correct. 

Q But that is not what is happening at the present 
time? 

A No it is not but what is happening is this, that 
the noyalite requires so much, the Imperial says 
"we want so much". The B. & say "we want so much". 
Plotkins says they want so much, the North Star 
want so much in Winnipeg and someone else wants 
something in Brandon and that is prorated over 
all the wells in Turner Valley, regardless of 
whether it comes from Royalite wells or wells that 
are under contract to sell their production to 
RoyaLite or under contract to sell to the Be 4d. 
thet whole production. That total is prorated 
over that whole market. Now I do not see how 
anyone at the present time and under the rules 
of this Board can ear-mark any production, 
either from any given well or any barrels from 
any given well for Imperial Oil, the B. As., or 
anyone else. 

Q@ ir. NeLeod, all these things have been admitted, 
we have dGiscussed these things for a number of 


days? 
But you are trying to get me to say that I am 
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going to irill wells to produce oil for Imperial. 
Q Not exactly. 
That was your question. 
Q In the end it will be for the Imperial market, we 
will put it amother way, wewill admit that the 
oil under proration orders comes from all the 


different wells, it loses its identity? 


A Yes. 

q In other words it 15 produced by 100 wells? 

A Yese 

Q But instead of previously the Royalite 6il was 
producing from 50, but the fact remains that 
if the Imperial Oil has a market for 10,000 bar- 
rels and under the new orders, your share of 
that market is 8,000 barrels? 

A YeSe 


Q You will take steps to try and get enough wells 
or enough acreage or take over other wells under 
contract, to get the other 2,000 barrels a day 
and re-establish yourself in the market, never 
mind whose market, in the market. 

4 YeSe 

Q fo the extent of 10,000 barrels, is tlt correct? 

We will endeavor to produce all the oil we can 

and enjoy as large a percentage of that market 

as is possible for us to dO. 

So that to do that, and the reason you do that 

is because it is profitable and the Imperial is 
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a protected market so far as you are concerned 
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ts a protected market, in other words t he 
Imperial's market is your market in the main? 
Well I guess I mve not made myself very clear, 
sir, because I tried to say that every pro- 
ducer in the field enjoys the proration of 
tha t Imperial market under existing conditions, if 
every producer in the field enjoys a percentage 
of the B. A. market, that is what I have tried 
tO make clear and that is a fact. 
It does up to a point, when you have re- 
established your relationship it will be then 
as it was before, you will produce then as 
many barrels as you did before, and you will 
have neutralized the effect of the Conservation 
Board orders so far as the Imperial is con- 
cerned, that is what I am trying to bring out 
and to get you to say whether it is so or 
whether it is not so. 
Mr. Chairman or Mire Commissioner, I believe the 
only person who is able to answer Mr. Plotkins' 
question is a member of the Conservation Board. 
I cannot answer it, I have done my best, sir. 
I would be just as frank with himas I have 
been with Mr- Frawley and the other questionners, 
but I have no idea what he is trying to establish. 
THY CHAIR AN: Well Mr. Plotkins, you are 
asking Mr- McLeod to make inten neeee You are 
| not entitled to do that. Ask him about any 


facts you like amd we will draw the inferences 


if we think they should be drawn. 
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MR. PLOTKINS: Well Mr. MeLeod==~ 
TH CHATENAN: Or you may ask him of course 


in addition to facts, you may ask him about any 
plans which he has for the future if he has any 
but you cannot force'‘the witness to &ive con- 
Clusions of facts, that is our function and 
province and lir. hicLeod, I have no doubt, will 
endeavor to answer you quite frankly as far as 
it is within his knowledge. 

MR. PLOTKINS Ve are agreed, Mr. McLeod, 
that it is profitable to produce crude? 

At the present time, yes. | 

And it would be profitable to produce, you have 
said that a little while ago, as much crude as 
it is possible for your own Royalite to produce. 
To produce as much crude as possible. 

Royal ite would endeavor to produce as much crude 
as it can for its own market, being it is pro- 
fitable, it goes without saying you are going to 
produce a lot of crude if you can sell it. 


If it is produced efficiently without ruining the ; 


— 


well. \ | 


So the problem you are confronted with under the 
Conservation Board's orders is to just do that. 
Produce what crude they will permit us to pro- 
duce, yese 

Permit you to produce and supply Imperial Oil its 
requirements. 

THE CHAIRMAN: Now the witness has repeatedly 
gaid that he cannot say that he is supplying 
Imperial Oil, that all the oil which goos through 
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that pipeline goes into the one set of storage 
tanks so it is no more his oil than anyone elses. 
As I appreciate his point oe his answer, but he 
agrees that he is going to produce all the erude 
and send it through that pipdine ae he can 


possibly do. 


WITNESS: Under the Board's orders, 
sir. 

TH CHAIRMAN: Quite so. 

MR. PLOTKINS: Then we will leave that for 


the present. Now we will come to these wells 
under contract, you made the statement yester- 
day that no one wus forced to deal with Royalite, 
I mean the contract was availabbe to anyone who 
wanted to sign it. 

Yes. 

And that is absolutely correct? 

Theat is right. 

TH CHAIRMAN: I do not want you to think, Mr. 
Plotkins, that the Board misses your point, that 
the Royalite would drill a great many more wells 
which would change its relative position in the 
field, that is your point. 

MR. PLOTKINS: Yes, that is it. 

THE CHATRUAN: we may have trat point even 
though Mr. McLeod doesn't and we may act on it. 
am I right in saying that this policy of advanc- 
ing money to these independent potential produc- 
ing companies where necessary and tying up their 


production is the means Royal ite and the Imperial 
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have adopted of ma king it practically impossible 
for independent refineries dealing direct with 
independent producers. 

No, there are many wells drilled in Turner Valley 
to which ae have never contributed one dime but 
who have voluntarily offered to Sign that con- 
tract to sell us the oil, a great many of them. 
Yes, but where there was no liklihood of that 
well’s production being thrown on the market, 
that is any companies in which you felt you would 
get the production anyway, but is it not your 
practice to see to it that you or your agents 
put yourself in the position where that crude 
will be tied up or available to Royalite, by 
advancing money or by other concession, 

We have never sought such @ situation, kr. 
Plotkins. A great many people have come to us 
for assistance. asked for assistance, cash 
assistance, assistance in the way of material, 
production eqiipment, casing and in a good 

many cases we have refused to help them for 
various reasons, one might be that we did not 
consider it was a good location, another might 
be thut we did not consider they were suf~ 
ficiently financed even after they secured 

from us the help they sought and in a good many 
gases we have helped, where we knew the lo- 
cation was favourable and they have willingly 
signed these contracts, not on-y thet but in a 
good many instances they have asked us, after 


their drilling was done to bring their well into 


aoe 


o 


4 
| Exe 


John McLeod 


& > © & 


- 88% - 


production and to care for the operation after 
it was brought into production. 


S50 that whether you considered it good bus- 


business, having in mind all these other factors. 


Yes. 

It naturally wanta have to be taken into considera~ 
tlon? 

Yes. 

You are prepared to advance money? 

We were the judges of whether we would do it, 
whether we would consider their offer or not. i 
And the result was that crude oil came only, was 
sold under contrast, the production if any from 
that well was sold? 

Yes, under contract. 

And became part of your reserves? 

Yes. 

Do you agree that one of the main functions--~- 

mai CHAIRMAN: Do IT understand, Mre Plotkins, 
that you suggest the lending of money by Royalite 
always had associated with it the condition that 


the production of that well should go to Royalite? 


MR. PLOTKINS: Absolutely, invariably. 
THE CHAIRMAN: Is tnat right? 


(Go to page $83) 
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A There was very little loaning money, Sir, as I remember 
it. In both cases we had a small interest in the well 
for cash advanced, either a royalty interest or an 
interest, there are one or two isolated cases where we 
advanced money and took our pay out of production, if 
any. 

Q THE CHAIRM.\n: Yes, where you took an interest 
in that way, wes it associated with, and advancod money 
for that interest? 

A Tes. 

Q. Did you attach the condition that a contract similar 
to the last iixhibit should be entered into with you, 

Hep oiy "S50"? 

A That was generally one of the offers of the person 
Solieiting the funds, thet we will sell-you all the 
production. There wes a time when the produser 
considered that that was a distinct advantege to any 
Compsny to have production tied up. That day has 
gone by, some time ago. Since there has been 
more oil than the market would readily consume, if I 
may put it roughly, the shoe is on the other foot now. 
Tt is an advantage to the producer to have the sale of 
his production arranged for at the time the well comes 
into production. 

Q But wherever the advantsege may lie, that was a condition 
oF our Pei ne an interest in wells? 

A It a;ways was a condition. Not imposed by us but offéred 
by the other. 

Q. However arrived at it was? 

A Yes. 


Q MR. PLOTKINS: - Do you agree that ene of 
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the main functions of the Royalite pipeline is to 
transport crude oil for Imperial Oil at the lowest 
possible ultimate cost to Imperial 0i1? 

It transports oil for the Imperial Oil at exactly the 
same rete Nore it for anyone else. 

True, but the same condition applies there as it does 

to crude, if you sre able to make a profit and pay 

back thst profit either in dividends or in excess 
assets, the cost, the actual cost to Imperial Oil 

Will be reduced to the extent of that profit? 

You will have to ae to Imperial Oil about thet, Mr. 
Plotkins. 

Bil right, is it not the purpose of the Imperial Oil 

or any other integrated oil company to produce, transpart, 
refine and distribute erude oil products at the Lowest 
possible actual cost, and obtain the highest possible 
net returns from the available market? 

Mr. Plotkins, it was suggested at the beginning I would 
answer any questions that you might ask, having a direct 
bearing on Royalite. 

Yes? 

You are going into marketing and manufacturing. 

Yes? 

And all those of which I know nothing. 

Vell. is that ebsolutely true, Mr. iscLeod, tht you know 
nothing? 

liell I know the same as any other observer on the street, 
but I know nothing whatever of the intricacics of man- 
facturing or marketing crude production. 

Let us clarify that situation, and see if that is.a 


fact, on the Board of Royalite you have Mr. MOOG 5 
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representing the refining? 

A No, Mr. koore does not répresent refining. 

Q You have the benefit of his knowledge as e refiner? 
We do not use it because we have no refining. When 
the Royalite Board meets we discuss Royalite business 
and not Imperial. 

Q But lir. Moore, when a question comes up in relationship 
to refining, certainly uses his knowledge ta advise your 
Board, and you act on that advice, in fact is that not 
the function of a Board of Directors? 

A No, the Royalite Board has nothing to do with refining. 
There are no refining questions thet come to the Royalite 
Board. 

Q Tere is the question, of marketing. of crude, ail, to,the 
refinery? 
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The Imperial Oil. 


The only connection we have with regard to crude oil is 


> 


that Mr. Moore mekes his nomination to me,as I stated 
yesterday, for the amount of crude oil he requires for 
next month, or for the following month, and I transmit 
that nomination to the Board. Mr. Moore does not set 
the price of crude oil, has nothing to do with it. 

Q Nos <b dian't say he did, but ii. Moore doeg give you 
the benefit of his experience and his close connection 
as manager of the refining department? | 

A YOS'« 

Q In relation to any subject which you may discuss and 


which affects the Royalite's profits or operations or 
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policy, iS that a fact? 

Mr. Plotkins, will you make one suggestion to me of 
where the Royalite requires the experience of a refining 
man, because they have no refinery. They aré engaged, as 
you Said a while ago, in the production of crude otl 

and gas and naphtha. Now there are no refining 
operations by the Royalite. 

Poobes ebsolutely correct, tix. HaLeod,: buts... 

ur, lioore was not put on the Royalite Boarg due to his 
refinery experience. He was put on the Board because 

he is an able representative of the Imperial Oil Company, 
and as I stated yesterday, the Imperial Oil Company have 
Pecouprolling interest.in Royalite. 

True, so you suggest that hr. Moore does not give you, 
erres ot thore for the, purpose of correlating or 
co-ordinating the activities of the refining department, 
I am not finding fault with all these things, I am 
trying to paint the picture as 1 see it, as co-ordinating 
the activities of the refining with the transporting and.... 
I am not only suggesting he is not there for that purpose, 
but I would say definitely he is not asked anything 

about that. 

Mr. Smith, the other director? 

Yes. 

He is located at Head Office? 

Mr. Smith is the Chsirman of the Royalite Board, and 


his address is in Toronto. 


Now, Mr. Smith has © aveilable to him the records and 
the advice of the employees and officers of the marketing 


department and the refining department throughout the 
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MR. FRAWLAYs Whol 1s ug. Smith? In 
addition to being e director of Royalite, who is he? 
Mr. J. H. Smith is the President of the Imperial Oil 
Limited. 

Moe ULOTKING: So that he is able, you say 
ime toore doss ‘not, but he is in a positions... ...< 

Mr. Piotkins, I do not like the way you say that, you 
see you ere inferring that I am not telling you the 
truth. 

Pail depends on how you Look at it. 

Me. NOLAN: Now, lr. Chairmen, there is 
surely a limit to what il. Plotkins, even although he 
has’no experience, may do. it seems to me he should 
put the questions as clearly as he can, and Mr. McLeod 
will then answer, but I do not want this to develop 


into a controversy as to the truthfulrmss of the witness. 


is OH LAMAN: Oh “03 
MR. PLOTKINS: I didn't imply that, my Lord. 
THE CHLIRMAM: No, I do not think Mz. Plotkins 


means to suggest that at all. He says as to what is 
the effect, may depend upon the point of view, not 


suggesting that Mr. McLeod is not telling the truth. 


i. PLOLTRING: Absolutely not. 
“ITNESS: That is fine. 

THE CHAIRMAN: | Then proceed with the question. 
Ma. PLOTEINS : | When you say "inexperienced", 


Wrs Nolan, I have been through these things.... 
THE: CHAIRMEN: | ie. PlOthins, i sam not et ait 
inter2sted in whether you have been or not. Just 


proceed with your questioning. So long as it is a 
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proper questioning it will be allowed, and when it 

is not it will soon be stopped. 

Mx. PLOTKINS: Hie (right, my Gerdes 

1G. PLOTKINS.: 3 Mr. Smith is President of 
Imperial Oil? 

Yes. 

He is able and has access to the information, able to 
secure and has access to whatever information is 
necessary? 

Yes. 

To co-ordinate the activities of Royalite with the 
refinery department and with the marketing department? 
Yes. 

And that would be the proper function of Mr. Smith, 
would it not be? 

Yes. 

So that your Board, which is the usual Board, suéh as 
a subsidiary company as you msnage, is a Board Composed 
of the different elements tiyt enter into producing, 
refining and marketing petroleum products? 

moe, bUL Mr. Plotkins,. 1f it. will help you to reach the 
Gonelusion at which you are trying to arrive, I might 
say for your benefit thet Mr.Smith has never attended 
a Royalite Board meeting. In fact he has never been 
in the City of Calgary. 

Theo is a thing 1 do not know, but he is able To exert 
his influence, or to give orders, if. he so chooses? 

Oh yes, he has the power. 

So whether he is here or not, he certainly dirsats the 


destinies of the Royalite Oil Company? 


I think he is really too busy a man te lay that charge 
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ageinst him. 
Q Probably not personally, but he does through his 
assistants, in other words..... 
£ He has something to say about it, we will admit that. 
Q Will you admit this, that your Ree ae are directed 
from Toronto? 
Our policy,yes. 
Yes, your activities, the policy? 


Entirely our activities are not. 


{> & “£2 & 


So that there is a proper co-ordination between the 
activities of Royalite Oil Compsny as the producer 

and transporter, with the activities of Imperia}] Oil 
as the refiner and marketer? 

‘No, I will not agree with that. 

You do not believe that Imperial Oil is efficient then? 
hat is that? 


You would not dispute then that the efficiency of such 


Oo > OD & 


an arrangement | you say there is no proper co-ordination? 

4 oe Ledtdn't say that. there is no proper co-ordination, 
I say there is co-ordination, but when you start to link 
all three together as one, then I do not agree with you. 

Q MR. FRAWLEY: “Which three? 

A He talks about the producing the manufacturing and the 
marketing. 

Q LMR. PLOTKINS: I am not saying that they are 
wrong, in what way do you mean "link"? 

A That is what I gathered from your suggestion, that they 
were all co-ordinated or joined together. | 

Q Not joined, but co-ordinated, that is probably the right 
word, is it not, what is co-ordination, to make them 


fit ene with the other and not overlap? 
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if they are co-ordinated, they are joined together, 
Not necessarily joined together? 
Well, we will leave &£t to the dictionary. 
THE CHAIRMAN: All right. 
MR. PROTKINGS: 4nd it follows then, iar. McLeod,) 
that the usual practice, thet is the usual practice of Ate 
all integrated oil companies, in subdividing these nolo. 


different funetions of production, transporting, refining’, 


dy 


ns 


and distributing, is to enable each division to apecializd” 
in and more efficiently take care of its work, in other 
words, you as head of the Royalite, doing nothing but 
producing, that is doing only producing and transporting, 
can take care of your business, face competition in 

thas line, much mere effectively than if you were 
handling all the activities? 

Yes. 

In one Company. 

Yes. 

Under one head? 

Oh yes. 

You are specialists? 

Yes. 

You can become much more familiar, you can become much 
more efficient? 


Yes. 

Sng then ‘coxordina tion is necessary under those conditions? 
I would say co-operation is necessary. 

Well is not co-operation, they are all owned by the 
Imperial Oil, if this was a separate entity..... 

They are controlled by Imperial Oil, but not owned by 
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amperiad Oil. 

You are not your own boss 100%, you take directions 
from Toronto, and therefore, you must co-ordinate, 
not co-operate, co-operate means you are willing, 
there is no question of willingness on your part, 
you must co-ordinate your activities with Iiperial 


Oil’ 


All right, we will agree thzt you are right. 


Zs Royalite a subsidiary of Imperial 011? 

Yes, we admit that. 

Owned more than 50% by Imperial Oil? 

Yes. 

Then Imperial Oil dictates who shall be directors, 
is that right? 

The directors are elected by the shereholders. 

But seeing the Imperial Oil owns 7@% of stock, it 
gives them, or the Imperial Oil representatives can 
elect whom’ they wish? 

Yes. 

And they can also nominate their own manager? 

Yes. . 

So that if you are not satisfactory to them they 
will not nominate you? 

No. 

Add in order for you to be acceptable, you must tie 
in your activities, in with its activities, which 
is highly proper, tie in your ectivities with the 
other Weer iiies of the Imperial Oil, is that not 
a fact? 

Not in any sense timst you are trying to make out, 


each one of these departments is just as separate, 
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so far as management is concerned, and so far as 
operations are concerned, as if they belonged to 
three separate and distinct companies. 

Q Up to a point? 

For example, I have nothing vipnorer to say about 
Clarence Moore in his refinery. I have no right tn 
give a suggestion to him, and by the same token he 
hag no right to make a suggestion to me, with regard 
to Turner Valley beyond his powers as a director. 

Q We will put it in another way, “ir. McLeod, if Mr. 
Smith, as head of the Imperial Oil, tomorrow decided 
that the kllinois crude oil field, which has recently 
been discovered, can produce oil for Imperial Oil 
refineries cheaper and under better eonditions than 
Turner Valley can, he would be in a position to alter 
the policy of the Royalite Oil Company, and say to 
you. "Now it is no Longer going ian a paying propo- 
Sition for you to carry on your present program, slow 
down, we are just going to stand still here for the 
time being and will develop the Illinois field because 
we have our ressons", now in case he did give you such 
an order, have you-the power to say "no, we are not 
going to do that"? 

a I do not think that Mr. Smith would give such an order. 
He never has to date, and l have been with the Compa ny 
a long time. If such a contingency arose, Mr. Plotkins, 

I think I would be taken into the full counsel of 

these people, and it would be threshed out either here 

or elsewhere,and determined what the policy should be. 

I do not believe that Mr. Smith would arbitrap ily say 


anything such as you suggest to the Royalite Board. 
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Q Iam not saying arbitrarily? 
Well it would be arbitrarily if one man oe ee him-= 
seif to issue an order such as you suggest. I would 
Say it would be very Pieren ats 


Q Then suppose Mr. Smith had consulted all his different 


departments? 

A Yes. 

Q And you were shown? 

A Yes. 

Q That whereas producing oi! for 90¢ he could produce it 
for 80? 

| Yes. 

Q And it means so much money, would you not vote under 
those conditions and say it was good business? 

A Yes, if it was proven to me it was good business, I 
would accept it. 

Q Then you would be in this position? 

A Yes. 

Q That for the time being Imperial Oil would instruet you 
not to eause any further development, in fact to do 
nothing, you are to stop development, within your power’ 

A Sgain I say, Mr. Plotkins, you are going into the future 


so far that I cannot see where you are going, and I an, 
I will be glad if you will tell me where the end of the 
road is. | 

Q All I am trying to say is thet RKoyalite is only a part 
of Imperial Oil? 

A You ere putting up some supposition, talking about oil 
in Illinois being transported to the prairie Provinces 
and for some months all the wires possible have been 


pulled to further transporting seme Turne Valley cemde 
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to Ontario. 

Q But if tomorrow, we will say, it was discovered in 
Saskatchewan, and Royalite did not have any interest 
in the situation, it would be -the Same, in other words, 
I am only using Illinois as an illustration to show that 
Royalite must, not only co-operate but co-ordinate, it 
is ina position to do nothing else. 
THE CHAIRMAN: Do you think you ne?d to spend 
a great deal of time, Mr. Plotkins, making clear to 
this Board, through a witness who is in a subordinete. 
position in a subordinate company, do you think you 
need to do that? 
WITNESS: He has gone so far, Sir, if 
I may interject, into the realm of supposition, that 
I cannot see that far. 
THE CH! IRMAN: rerhaps not, but we heve had 
questions for a good part of this morning, to show that 


a subprdinate company is in a subordinste position. 


WITNGS -: . Yes, and which we have always 
admitted. 
Q Lim. PLOTKINS: Is it fair to assume that any 


reduction in cost of crude brought about by Royalite 

Compan y operations, represented by profits whether paid 

out as dividends or not, derived by Imperial Oil through its 
ownership of 70% of Royalite, would have the effect of 
actually reducing the gent of erude oil to Inperi4#l Oil 

leid down in its refinery at Calgsry, or Regina, below 

the easy posted field price, the regular cost of 
pipeline transportation and handling? 


A The Imperial Oil would certainly receive its share of 
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that dividend, whether it was made out of crude oil 
or gas or pipeline charges, | 

Yes? 

It would receive its proportion to which it was entitled. 
So that the price which is charged for pipeline trans- 
portation, whether that is for our om companies and 

other independent companies, will have the same effect 

on the competitive cost, respective scests, of the various 
companies that use the pipeline ? 

© would say, iir. Plotkins that thet iss matter for 
accountants to decide. The Imperial have an investment 

in this field, you know, that they made in order to 

secure this shaie of this crude oil. 

Absolutely, I am .ot finding fault with it, bus fam 
asking you if that is not a fact? 

And that thet investment if returned if they still continue 
to make a profit, I would say that it the: had some 

effect on eompetition, as a general practice, I would 

say that is correct. 

As you have no control over the profits, you have no 
control over the profits of Royalite, how are they disposed 
of, imperial Oil being the Parent Company uses those 
profits as it sees fit? 

I do not know what they do with the dividend cheques, no. 
So it could use, I do not know if this is a fair question 
to ask you, but as a practical man I think you can 
answerit, they could use those profits for any competi- 
tive reason that it saw fit? 


Yes, it could use them to pay dividends on their own 


stock. 
On their own stock or to reduce the price or one hundred 
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and one things which they could do with money‘ 
Yes. 
Q Now this is an involved question, and I do not know 
how to put it in any other way. 
THE CHAIRMAN: Ve will adjourn now until 
2 0o' elock. 
(The Investigetion-was here adjourned, and presumed” ~- 
at 2 P.M. ) 
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Examination of Mr. MeLeod 
resumed by Mr. Plotkins. 

Q Yesterday, Mr. McLeod, you stated that you transported 
for the Lion-Refining Company an-everage of. 150 barrels 
a day? 

__pbout:“tha t, yes, for the year 1938. 

Q And that this small amount~did not.justify—your_Company— ts 

giving us the privilege of a direct connection? 

Pat Ls right. 

What do you mean by 150 barrels, was that the only oil 
the Lion Company purchased, or was that the total 
amount your Company had transported for it? 

A That was the amount of oil that you received at your 

refinery, I assume for manufacturing purposes. 

The total is 48,521 barrels, and up to the 30th of 
November there were 334 days. 454 divided into that 
amount of barrelage gives an average of 145 barrels 
for the 11 months. period. 

Q That does-not include,lir. NMeLeéod, the amount of oil 

we purchased from Royalite or the Imperial? 

A That includes only what went through the two inch 

pipeline to your refinery. 

Q Your figures apparently do not agree witth ours. 

4 We have paid the Royalite Company for transporting 

19,480 barrels that were purchased from Royalite or 


Imperial. Our billg, by the way, came from Royse lite’ 
oss 
Then 56,916 barrels that we purchasea from Sunburst? 


How much? 


Get sb 


56,916, of which a portion was delivered by truck, 
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I don't know anything about the trucking. 
Q What would you consider then an amount necessary to 
justify the Royalite in giving us a direct connection? 
A Not the amount so much, ii. Plotkins, as the regularity 
with which the shipment would be made. Tmt is not for 
a market peak period. It is quite apparent from this 
statement that the course you pursue, Mr. Plotkins, 
you follow the market strenuously during the months 
of April, Mey and sn on, but according to this sheet 
you did very little business in January, February and 
March. Apparently you have done next to nothing in 
November. What you do in December remains to be seen, 
but I am more concerned about the regularity of the 
enipments, Mr. -Plotkins, than I am about the amount of 
ori. for exampls, I did mot, you séid, 2000 Teer. 
I do notknow whether it is two or three thousand feet, 
Putecwdon't want a piece of dine Lyine ce ad with waxy 
paraffin oil in it during a month or two of the winter, 
and possibly in the middle of the month of January, 
the coldest period, you ask me te open up that line 
and make you a shipment. I might have serious 
difficulty in doing that. By the method we now pursue 
you have a fair chance of securing your requirements 
when you want them, for the simple reason if the 
worst came to the worst the line that now extends 
between the Imperial Refinery in fast Calgery, and your 
refinery on the Macleod Trail, could be blown and 


fairly well cleared of all oil. if you netitied 


the refinery that you were not going to require any 


more for a month that could be done, and I am sure it 
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can be arranged, but we could hardly arrange that, 
that a branch.of this main line that is operating 
465 days in a year, or at least which we endesvour to 
operate 365 days. 

Q Pen won't go into that. I will first take up 
the volume and regularity. Actually the Lion kefining 
Compa ny purchs sed 140,000 barrels the last 11 months 
of 1958, an averege of 420.72 per day. Wow the reason 
you did not cet that business - I am going to have 
to make a. statememnt-thers -besause T-am going to-esk _the.. 
question because at the present rate we pay we cCan-timck. 
it ourselves cheaper whenever business warrants. In 7 
other words, during the peak months with a lot of 
business we can use our trucks to edvantege, but in 
the poorer months we can use our trucks to best advan- 
tage to carry our oil of the highest run. 

A In other words, you use the p8peline when you have Other 
work for your trucks, and you use the trucks to transport 


oil from Turner Valley when you have nothing else to do? 


Why do I do that? 


reas Hot Know. 


Q Because I pay 21 cents. At 15 cents I cannot afford to 
do that, so what I am going to ask you is this. I am 
going to ask you would 420 barrels on an average a 

day be sufficient to warrant S cigectp connection: i 
mean thet amount represents a lot of money’ 

420 barrels a day, 365 days in the year’? 

Yes? 


I think that would be enough. 


ee 


So that if we can show you we do th: t business, and 


actuelly handled it, you would be prepared to give us 
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a pipeline direct? 

Ido not think there is sny doubt sbout that, but 
you never attempted to say that to me, ir. Plotkins. 
Yell, coming back to this connection. Iam going to 
labour this, not only me but others will come into 
this picture later on that may have that privilege. 
Heit very difficult for vou: to: insist that Ikeep 
that branch line clear. In other words, thet I blow 
it. There is a valve at the main line and ve can 
blow it and keep it clear. 

Where would you blow it? 

Have @ nipple connection so that when we close the 
valve we can blov it into the atmosphere or into a 
Darrel, and from our refinery: we blow it) 2000 feet 
into a barrel or sump, and keep it absolutely clear. 
Would you be willing to do that* | 
ves. Lvoffered to do that in ay leti.er or anything 
that your engineers asked us to do. I have the 
tariff of the Illinois pipelines that shows that is 
done right slong in the United States, in Montina 
and I offered in my letter to do anything and I 

did not qualify it either, thet your engineer would 
insist upon if you would give us the privilege of 
having a direct connection? 

I may be wrong, iir. Plotkins, but you st-ted no 
specific amount,beyond saying that you would take 
1500 barrels at a time. You did not say how often 
you would take 1500 berrels, and my idee at that tine 
wes that you hed service and still heve that 
would deliver oil into your refinery just as cheaply 


as it can be done by making connection opposite your 
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refinery on the main line and furnishing gsugers 
who would certainly sit constantly on your property 
during the full period of any pumping I msde there 
in addition to a line walker who would earefully go 
over that line to meke sure there were no leaks, 
because we are teking the gauges in your tznks, not 
in my tanks. There would be no other place to gauge 
it. 

t) That is true, 211 right, I will ask you what have I 
got to do at the present time to get oil to my 
refinery? Let us: follow the oil to see if what you 
say iS not elresdy taking place, At the present time. 
Phese extra gauges and 211 these things. At. the 
present time when I asked the Royalite to take 1000 


barrels out of the Sunburst tankage in Turner Valley‘ 


4 Yes. 
Q What happens to that oil? 
A The gauger goes there and measures your tank, and 


the pump is started. After the pumping is completed 
the gauger goes beck in the presence of the Operator 
and again gauges the tank, and the difference is 
computed in barrels - in feet and inches - but that is 


not the gauge of which I am speaking. 


Q No, I do not care to listen to details,I have already 
done that, but it goes to Calgary and to your storage? 

A It eventually goss to calgary. 

Q And from your storage when I ask for oil what happens’ 
I ask the Imperial to deliver me 500 or 1000 barrels 
or 1500 barrels of oil. ‘imt happens then‘ 

A I eannot answer that definitely, but I imagine they 


mail your order. 
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I will explain to you what he ppens to see if there is 

really any difference. 

THE CHAIRMAN: Oh nos when you want to give 

evidence you will have the opportunity. 

MR. PLOTKINS: Ls it a fact thot this parti- 

cular oil is pumped to me from your Storzge to our 

refinery through a two ineh line? 

A Vell .x. lloore is in a better position to answer that 
than I am. 

Q Do you know how much we pay for tht service from the 

Imperial Oil to our refinery over and above the regular 


pipelins prices? 


A @ver and above the 15 cent rate? 

q Yes? 

£ I believe the charge is 5 cents. 

a It is 6 cents? 

L I stand corrected. 

Q And we have to pay 6 cents over and above the 15 cents* 
£ Yes. 

Q Well, would you sey then that is not a penalty, you said 


1% did not cost us any more. Are we not penalized? 
A hoe dao not think it is a penadty for this reason, 

Mr. Plotkins, ‘ere it not for the volume of oil that 
is going through thet pipeline, and being marketed by 
your competitors, you could not possibly get a 15 cent 


plus 6 cent rate, but you would have to go back to 


your trucking rates. 


Q But through the pipeline? 


A Yes, there is, and the volume going through there, and 
that works to your advantage to that extent, thet 


volume gives you your small requirements at « price 
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that you could not possibly hope to obtain if it were 
not for thit volume. 

Q That is partly true but is the. rate of the pipeline 
not e-Government creetion. In othex-words, has it 
not a charter from the Government? 

A We heve a charter. 

Q Has it not privileges that en individual does NOC-ON TOY | ae: 

es any individual can enjoy that privilege if he applies 
for it, and I do not believe he will ever-be refused. 

I am not a member of the Government, but I do not think .. ; 
they would have the right to refuse any individual 

who wanted to lay e pipeline from Turner Valley to 

Calgary or elsewhere. 

Q. You mean then, you feel it is a favour thet the Royalite 
is giving us? 

Lh NO. No, Wr. PLotkins, I cid not mention favours 

Q MAJOR LIPSETT : What exactly is that again, 
that 6 cents for? 

A I think the refinery man may be better able to explein 
that. He handles the whole situation of the storage 
fron at refinery to ifr. Plotkins' refinery. He knows 
the pumping and trensportation and everything, and 
he would be in a better position to ansWer that. 


Mase PLOTRING $ You would not say this 6 cents 


£9 


and other conditions are made as a penalty’ In other 
words, that they are made by your Company so 4s to 
put us at a disadvantage in respect of competition 
in respect of the Imperial Oil* 
mA Spe:zking generally, ::r. PLlotkins, I sould say it was 
not the policy of the Imperial Cil as far as I underst«nd 


it to put anyone at a disadvantage. 
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McLeod. 

=O 
You spoke something this morning about pipeline oper- 
ations, and that justified you in having storage. You 
are familiar with the Illinois Pipeline Company's legal 
tariff in Montana? 
Well I do not know if I have it all by heart. 
But they are, you know, the pertinent provisions of any 
pipeline carrier? 
Yes. 
And you know it is customary for any pipeline to give 
emyyproducer or refinery a connection. [tie very 
s6idom in these davs, that it is turned down. 
I know of no producer to whom we have refused a con- 
mection, iir. Plotkins, and as far eas the connection 
for a refinery, I think you are the only exemple there 
is or having been refused. No one else has ever applied 
Or bs 
maerevare Nov very many are there? 
fe. OUe tigre may be. They are not so far. 
is it just an accident that there are not very many 


of independent refineries in this country? 


is it en aceident or coincidence or is at becauss they 
Gannot exist under present conditions? 

IT do not know why there are not more refineries. 

There sesms to be quite a number of then. ivery one 
is privileged to build one, I understand, if they so 
desire. There is nothing to stop them. 

Coming back to this two inch pipeline. You know that 


at the present time Imperial Oil hes to heve a gauger 


at our refinery? 


Are you talking about this two inch line? 
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From the Imperial Refinery to our tanks, you know they 
have to have a gauger? 

I know there is a refinery there, but with regard to 
the operation I would very much prefer that you questi on 
Me Poors on that. 

well Mr. Moore might not be here. 

MR. FRAWLEY: Oh yes, he is here. 

For that very purpose, to answer any questions in 
connection with the refinery that you may ask him. 

MR rLbOrKINs: But anyway, at the pre sent 

time if you give us say 400 barrels a day average? 

For 565 days a year. 

Well now, one month - the Imperial Oil, you operate 

its market seasonally, as we do business on the same 
basis. Our percentage of business from month to month 
varies pretty well with Imperial Oil? 

Well let us make it easier, on an average of 460 barrels 
a day for 565 days. 

would you say 460? 

I thought you said 460? 

T Said 400 for an average of 365° days. 

Yes. 

And naturally according - the way there is no pipeline 
tariff now. There is no published tariff? 

No. 

And so no conditions, but it has to be arrived at by 
mutual agreement at the present time? 

Oh yes, it has to So es at by mutual agreement. 

I do not know whether, or. Chairman, I have made myself 
clear on that 400 barrels, but for the information of 


the Commission I would like to say this, thav the 400 
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barrels a day of which Mr. Plotkins speaks is on the 
understend ing that it is for his own manufecturing 
and marketing requirements. 

MR. PLOTKINS ; _ Oh yes, I would like te 
question you on that. ‘’hat do you mean by my own 
manufacture and market requirements? 

A If you are going into the oil brokerage business, that 
Might be something different. 

Q Why should it make any difference to Royalite. If 
you are transporting the oil? 

& Because we might be questioned by tne Commission as 
to our part in any such brokerage business in which 
you might engage. 

Q As to your part? 

A Yes we would be transporting oil to you for sale to 
Somebody else at any price you Might set, and we could 
very well be questioned by the powers that be efter 
this Royal Commission hes made its finding, and some- 
body else is told to do so and so. I wanted to make 
that clear, Mr. Plotkins, that it was with the under- 
standing that this 400 barrels a day was for your own 
requirements and not for some other purpose. 

Q I am glad you brought that up, Mr. McLeod. 

A I want to be very clear on that. 

Q It brings up the question of our right, the Lion 


Refining Company, to do business, in other words, to 


buy and sell. 
A Oh no. 


Q What dco you mean? 


ss It has to do with out part in any transaction that you 


might make and which might not meet with the epproval 
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of any governing body that might be over us. 

Sire you responsible for what I 40? 

No, but I am responsible for any part I take in the 
transection. For example, you complained before the 
agricultural Committee thet I had refused to take some 
of your oil from the Sunburst well, and when the truth 
was known it wes found out that that pipeline took from 
your Sunburst well not the oil that was ailowed to be 
produced by the Conservation Board, but something more 
than that wes requested, and our pipeline division 
refusec to handle it. Now just such another circumstance 
might arise in connection with this, vhether you eall 

tt a brokera: e or commission business, anything you like. 
My understanuing wes when you talked the 400 barrels, 

you meant vou would reguire 400 barrels for your refining 
and distribution system. 

That is right. 

And just to make sure that is what you meant I want to 
Glear it up now before we go further. Coming back to 
this statement about my telling you something that was 
Hop, jus Tight? 

No, you did not tell me anything that was not right. 

We refused to take your oil. 

Vere not the circumstances that followed that there was 
an interregnum between the time that the Board set 

ar allowance and between the time that the Gas & Oil 
Products obtained an injunction in which some of the 
wells produced more than the heretofore quota, and your 


Gompany took upon itself to police the field and refuse 


that oil. Is not that a fact? 
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B NO. LA spite of any injunction or any Court order we 
still recognized the orders of the Board. 

Q The Board themselves had declared they were not oper- 
ative for that period? 

A They did not declare it to me. They did not declare 
Lneireorders null and Vota. ineuir orders ‘stood ‘as 
far as I was soncerned. Until I received orders 
from the Board that those orders were null and void, 


I endeavoured to the best of my ability to carry thom 


Out. 
Q You redd the newspepers don't you, Mr. iwcLeod? 
Yes. 
THE CHAIRMAN: ‘ell the duties of Mr. McLeod 


to his Company are not of great interest to this 
Board, and insofar as your question relates to a 
pipeline, go right aheed with it, and insofar as it 
does not, you might teke your differences somewhere 


else and thresh them out. 


MR .PLOTKINS: Well Mr. McLeod brought it up. 


gD 


Now to come back to this question of brokerage, if we 
buy oil in Turner Valley for the account of a small 
refiner or another refinery in Saskatchewan, and perform 
a service that we think we want to do, would that amount - 
you would not accept the oil for delivery through your 
pipeline, even though purchesed legally? 

L No, it means that I would deliver the oi1 to you so 
long as it was approved by the authorities, which are 
over me, whether it be the Utility Boar or the Royal 
Commission or whoever it may be, if-it says it is all 
right to deliver that oil to you for brokerage purposes, 


to sell to someone else I have no compiaint, but I will 
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not be involved in any legal entanglements that might 
acerue. 

~ Would not the simplest way be the publication of the 
tariff that takes care of it? I asked an agreement 
from your Company, and I was promised one but never 
received one. If you will tell me my obligations, 
and you will tell me your obligations, I will know 
better where I stand, and be on a business basis. 

A If yOu will agree to take an average of 400 barrels 
a day for a whole year, you and I will make an 


agreement. You and i, meaning the Royalite Company 


and your Company. 


a Thank you very much. 
THo CHAT RMAN: Any more? 
MR. FRAWLEY: Noy oun tis ai) | Wenk=you. 


CLARENCE ii, MOORK, being 
duly sworn, examined by Mr. Frawley, testified:- 
Q You are the Superintendent of Imperial Oil Company 
Refinery in Calgary? 
A Teas is rent. 


And you are a member of the Board of Directors of 


the Royalite Oil Gompany? 

A feat us correct. 

& Are you there to represent your own Company, the 
Imperial Oil Company, on the Board? 

a I would say so. 


a I mean the Royalite O11 Company is a Company of a very 
very large number of shareholders, and I am 


anxious to know how you are on the Board just 
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Precisely. Have you had some stock put in your 

name by the Imperial Oil? 

Any stock I own in the Royelite Oil Company 1 purchssed 
with my own money. 

You purchased with your own money? 

nes. 

So you have a right to be on the Bor rd in any event? 
Yes. 

Tell me what you mean when you say you are there as 

the representative of the Imperial Oil Company‘ 

Mell I can say I was representing tne Imperiel Oil 
Gompany and myself as a stock sh:xeholder, and be 
quite correct. 

Aeue, but I want to khow which 1t really is¢ 

Iwas requested to go on that board by the late Mr. 

A. M. McBuecen. 

Gho was then whet in the Imperial Oil’ 

Vice-President, i believe. 

Ané that has been continued so it is proper for the 
Commission tn take it that you are there as 4 
representative of the Imperial Oil’ 

I would say so. 

Iwent to call your attention to a few mtters connected 
with the storsge of oil in your sast Calgsry refinery. 
hewitt read you one of the recitals aie snibite 2! 
which is an agreement made-on the L&th day of 
September, 1926, between the British American Oil 
Company and the Rroyalite Cil Company, and one of the 
recitels is "AND  HaneiGS British American Oil Company 
has “inde arrengements for using Imperial Oil Limited 
stornge tanks locrted at the latter's Celgery Refinery 
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mange’ Ll, est of the Sth; part of Section aL 
Township 24, Range 1, ‘vest of the &th; and said 
vanks hereinafter for the purposes of this agreement 
will be called producers' storage tanks." You were 
the Superintendent at the time this agreement was 


mads, br. Moore? 


A Yas Sir. 

Q Can you tell me ina fer words what that recital really 
means? 

A Wey it means that British American Oil is being trans- 


porteu through the Royalite pipelines. 

Q Or was about to bet 

A Or waS about to be.» That was after this was signed - 
the tankage at the Calgary aaares and that we were 
going to handle this crude oil/part for the obli- etion 


of the British american. 


Q You were going to refine it for the B.A.*% 

A In part, not necessarily all of it. 

Q But you were going to refine paxt of this for that 
Company? 

A Yes sir, that is right. 

Q At your refinery? 

A Mos (sits 

Q I went to know whet arrangements they had made at 
the date of this contract to use your Company's 
storage tanks at your refinery? 

A Simply all crude that came in, either ours or the 


British American's. I do not think there was anybody 


else involved, the oil was co:non oil with the 


exception that we knew how much belonged) to the B.a-, 


and how much belonged to ourselves. 
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Under the agreement a certain amount of oil per day 

was processed to the account of the British American. 

In addition we processed requirements for ourselves. 
Other portions of this crude was available for shipment 
at the order of the British American to other points. 

A good deal of it went consistently day by day to their 
refinery at Moose Jaw? 

Or anyone else they might be sold to. ‘Je have records 
of that too. 

In the month of September at this time in 1936 this 

Was ali your storage? 

At that time, yes. 

I am talking about the beginning of this contract, 

it was all your storage and the British smerican would 
come in over the Royalite pipeline and go into this main 
tankage, and be common oil, but you knew how much had 
gone in for the British American account? 

Correct. 

And you would process some of it day by day and you 

knew how much you were processing for the British 
American account? 

Yes. 

In other words, custom refining’ 

Yes. 

And thst has been going on since that time, and is today? 
It is with a change in the ail we are handling. ie are 
not heidling as much these days as at some periods in the 
past. 

Because they have resumed two operations of their own 
during thet time? 


And discontinued both of them. 
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Q And your operation is the only one at the moment? 

A In Alberta, I would say, to my knowledge. 

Q Then what storage was there, this crude storage say 
on the lst of October, 1936, at the tima this contract 
began? 

4 Iam afraid you have got me, Mr. Frawley. To speek 
offhand I cannot do that without reference. to. my~books, 
but that informetion can be supplied. 

Q You cannot give that to me peace aare o ie 
I would not only try, you must understand thet-«-storage 
has to suit conditions. 


Q You do not know how many there might be? 


b> 


Pteanvot say, four or five, iL cannot tol yous 

Q Unite ss we have it in barrels it is not very helpful. 
Before the British American @ompany made this contract 
with your Company it was carrying on its major 
operations at Coutts? 

THe CHATRM/N: Do you want that other 

in forme t ion? 

Me. FRAWLEY : ' Oh, I thought we had it’ 
WITNESS: Unfortunstely I did not know 
I had to come here until I got down town. 

UR. FRSWLEY: | Before the British American 
mée this arrangement wine your Company. 

THE CHALRMAN: - Where there is material like 
that that you know’ you are going to seek from the 
witness, ,if it would be convenient to let ir. Nolan 
know ahead, 2nd he might make it convenient to have 
it in your hends. 

MR. FRAULSY: I did speak to Mr. Nolan, 


and Mr. Nolan tried to get Mr. hoore, as a matter of 
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fact, this morning, and could not locate hin. 
BHA CHAIRMAN: Very good. 
Mine FRALLGY* ihe major operation vof the 
British American was carried on at Coutts at their 
refinery before the nonth of October, 1956? 
They carried on there, and afterwards. 
But the principle operation was at Coutts, and they had 
a Small operation carried on under the name of the Bel] 
Refining Company in Calgary? 
Correct. 
At that time before the inception of this contract, the 
crude storage in your sast Calgary yerd was your own? 
Nobody else had any interest in 1 st all? 
Not a bit. 
And you did not build any after the lst of Septemher, 
19367 
No, I might also add that I am uSing more barrels a day 
today than the combined British American and ours were. 
But you have not built any crude storege since? 
When did you build tim’ crude storage? 
I would prefer to answer that from the books. aoe ven 


your question is that, it was built in sections, 


otherwise I cannot answer. 


Some of it you built at the beginning in 1923? 


Some was built in 19<3 and some in 1946, but I wouid 


3 


prefer to check those daves. 


THE CHAIRMAN: Can you say when the last one 


was built? 
Either 1926 or 1927. 
MR. FRAVLIY: Well, it was built between 


19235 and 1926? 
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It covers the whole, either between 1923 and 1926. 
1927 there is one correction. 
chen pricy to 1936, 10 is only about 1L6S6 to 19s7 
thet you began to use Turner Valley crude on a large 
scale, and prior to tht time your crude supplies came 
from Montane? 
Chiefly Cutbank. 
Montenea, and it came in tank cars? 
Yes sir. 
In train loads, I suppose? 
Yes. 
jnd this storege thit you had built between 1923 and 
1926 was used to store the crude oil which came in by 
train loads from Montena? 
Part was used for Turner Valley crude, and part for 
Mont: na. 
For crude naphtha? 
No, Turner V:.lley crude, after we started to receive. 
We are not discussing crude naphtha to date. ‘e 
have not mentioned enything tht could be referred 
to as crude naphtha. Thit is another angle altogether. 
I am in accord there. fFrior to the time you began 
using Turner Valley crude that was a pproximavely 
what year. 
About 1936 in the Fall. tie had been using as it had 
been produced up i post time, but it had begun to 
assume bigger proportions in the Fall. 
Prior to that time this crude storsge wes used exclus- 
ively to store the crude which came in from Montena 
in train loads? 


Yes. 
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And then you did discontinue gredually, finally and 
completely at some time in £95 %,010n' t you, about the 
month of August or September? 
A All Mont: na crude with the exception of a small supply 
for special purposes was discontinued in 1937. I 
have had one shipment last year, I think. 
And about August or September, 1947, if I recollect it, 
That was when the second pipeline went into service. 


So that after thet no more crude came in by trein load? 


eat Sie 6 


axcept the small quantity for special work. 


But the great bulk of the crude then began to move 


D 


through the Turner Valley lines? 

v) Yes. 

Q When was it you made the agreement with the Royalite 
Company to rent stors:ge in #ast Calgary vard? 

4 Someone from the Royalite can best answer thet. 

Q Mis Worrison tells me that the first entry in the books 
where they first Started to pay you is in May 1938. 

THE CHAIRMAN: It would be better to have the 
contract now. 

MR. NOL::N: Ll had forgotten about it end 

I vas asked to produce it. 

A HoweVer, that contract was drawn in the uast, Mr. 
Frawley, and I am not at all familiar with any of the 
terms of it. | 

Q I thought it was just some correspondence? 

A I do not think thére is any correspondences in my office 


at all. 


mye CHAIRM!N: You think there was a contract? 


A Let me correct nyself. whatever agreement was, it wes 


made in the Hast Office, and outside of being notified 
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of it I have no particular knowledge of it. 


MR. FRAWLEY: 


to accept them, Mr. Nolan, 


true copies. 
MR. NOLAN 

copies of the original. 
MR. FRAWLEY: 
identification. 
MR.NOLAN: 

and will explain. 
MR. FRAWLEY: 
MR. NOLAN: 


MR. FR'VWLEY: 


I would be quite satisfied 


if they are accepted as 


They are true and correct 


They will have to have some 


The letter is attached there 


And they must be kept together. 


Yes. 


Then without bothering the 


witness - well you can look at it? 


MR. NOLEN: 


why Mr. Moore is not conversant with this. 


Company is in Toronto. 


MR. FRAWLEY: 


intendent of the refinery. 


offer this as an exhibit, 


MR. FRALEY: 


1938 to Mr. J. H. McLeod, 
4s the President of Imperial Oil Limited. 


Oil Limited, 


442, 
MR. NOLAN: 


You probably know more about it than I do, 


Toronto 2, Ontario. 


lire Frawley. 


The CommisSion understands 


This 


iir. Moore is only the Super- 


We will ask him. [I 


Goming from Mr. Nolan. 


COPY OF LETTE DATED JUNE 

22nd, 1938, IMPERIAL OIL 

LIMITED TO MR. J. H. MoLEOD, 
SIGNED G. H.SMITH, AND COPY 

OF MEMOR’NDUM DATED JUNE 2th 
1938, TO G. L. STEWART, PRODUCED 
BY Ik. NOLSN MARKED BXHIBIT "31". 


A letter dated June 22nd, 
that 


Signed G. H.Smith, 


Imperial 


June Ze, LIS8. 


which is presumably his file number. 


They number their letters in 
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inter-Compsny correspondence. 


MR. FRAULSY: "Mx. J. H. McLeod, 602-end 
Ste We, Calgary, ‘lta. Dear Simse “wen hr. 


Hill, of the Ford, Bacon & Davis, Ine., arrived 

in Toronto, he discussed with us the rental to be 
cherged by the Imperial for the use of two 80,000 
and one 40,000 barrel tanks st the Royslite's 
pipeline terminal in Calgary. Mr. Hill agreed 

that (35,000.00 per annum was a fair charge, end 
this has been agreed to by the Imperiel Oil Limited; 
rental to be started May lst, 1938. We are 
attaching copy of our memorandum to Mr. George 
Stewart which is self explanatory. Yours very 


OrULy’ ,. G. H. Smith". 


and I will read the attached memorandum which is dated 
gune 2Oth’, 1938... It 1s adaressedm tor pris c. 1. 


Stewart, Building. 
MR. NOLAN: He Ts oneor the officials 


ipepee Tetinery. 


A General Manager of refinery for Imperial Oil Limited. 
MR. FRAWLEY: And it bears no signeture 


but it bears initials F.BeBe That is a Mr. Bimmel, 


he is a director of Imperial Oil Limited? 


A No, he is note 


Q MES aGRAVLEY: ' He is not a direétor of 
Imperial Oil Limited? 


No e 
Can you tell me what department of Imperial Oil 


OQ & 


he is in? 


A Production and Gas department. 
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Q He is the Production and Gas Department of Imperial 
Oil Limited? 
A Yes. 
Q And this is Mr. Stewart's memorandum, and was forwarded 


to Mr. McLeod with the letter of June 22nd, 1938. 

"With regard to the rental that is to be charged 
the Royalite Oil Company Pipeline Department for the 
use of two 80,000 and one 40,000 barrels tanks located 
at eCalgery in the refinery yard, Mrs Hiil, of Ford, 
Bacon & Lavis Gompany who made the appreisal of the 
Royalite Pipeline, agreed to a top rental of $35,000.00 
per year which Royalite should pay the Imperial for 
the use of these tanks. This amount, Mr. Hill states, 
is the highest rental he can give these tanks and 
this would be on the basis of instelling new tankage 
of the same capacity. Ve are agreeable to starting 
this rental charge as of May lst, as our 6" line went 
into operation on May 5th. 

As to the charge to be mado by Imperial for kaneeees 
BS atng Royalite will pay Imperial 5¢ per barrel for 
oil tendered in Turner Valley by producers consigned . 
for tank car loading. This charge to apply when 


Royalite bills a customer direct for this service, 


i.e. 15¢ for transportation and S¢ for handling and 


loading at Calgary." 


Q Now is it fair to say you know nothing about this - 
about this correspondence having passed? 

£4, I would say I know it was passed except that I did 
not see that particular correspondence. 


Q You see this criginal must be here, from Mr. Smith 
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Me. KOLAN: Yes. 


(kr PREY ¢ tl would prefer to have. that 
because it has Ilr. Bimmel's signature, or has it? 
Have you sezn it? 

LR NOLAN: No. 

Dewars V: Let me esk you something 
about it. Mr. Hill, who stayed with us all of last 
week, and then got weary and went back to New York, 
came out last summer to make an appraisal of the 
Imperial Oil pipelins? 

4 Yes. 

G And it seems peculiar that up to the time of the 
letter there was no rental cherged for the storage 
or whatever service you were giving the Royalite 
mr your yard? 

A I believe that is right. 

Q And it was wr. Hill's judgment as to wh:t the hichest 
proportion of the expense should be, and Mr. Hill is 
responsible for the whole thing. 
hin. MOL Ns Mr. Hill is not responsible 
for the whole thing. It is quite clear from the 
correspondence what Mir. Hill was asked to do and what 
he did do, and his advice was followed. 
ee, RP LEY: There is nothing here as to 
what Mr. Hill was asked to do, and if it is that 
perhaps, should be forthcoming. He says he came. to 
us and discussed the rental to be charged by Imperial 
Oil. I gheuld not be using those colloquialisms. 

I will withdraw thot he was responsible for the whole 
thing. It was the result of Mr. Hiils's advice to 
the Imperial Oil thet this charge was made. 
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Clarence li. Moore. 
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result of his advice because I was not at the meeting. 
Q And you just superintend that stovage like you do 
your refinery? 
Correct. 
Q And any part of this passed through your books in 


Hast Calgary? 


4 I believe I sm going to get credit for some of the 
rent. 

Q You are getting it, and should get credit for all of 
it. 


4 Peli 11 2° do not after the first of the year 1 will 
put it in your hends maybe. 

Q Well so that we now have the Royalite Oil Company 
mening control of two 80,000 barrels of storage in 
your refinery yard? 

A [hot is incorrect. Two 80'S and 4 46, about 20. 

Q I mean the 200 barrels of storage? 

A I think the word approximately would be better, because 


all of those sizes are slightly incorrect. 


Q Well approximately 200 barrels of storage in your 
yard. 
MAJOR LIPSETT: 200,000. 


A 200,000. 
Q MR. FRAWLEY: snd what proportion of that 


is the totel of crude storage you told us was built 


be tween 1923 and 1926% 


Ye are using another 120 for our own convenience. 
So that there is 32€ in thst yard approximately? 
Yes, and that might change next week. 


You might build some more’? 


ay te? OH 


No, I might change my mind. Put in another erude tank 
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or take one out, whichever would appeal to me, 
according to my operations, 

Q Do you mean you might make this decision that you have 
not made since 1926? 

A No, I do not say,I have not made one sinee 1926. You 
asked when those tanks were built, but thet does not 
sey they were always crude storage since 1923. 

. I am glad to have your explanation. You say this crude 
Boorse Which you built in VO26.ees ees: 

f This tank that was built between 1923 and 1926 of which 


320,000 barrels at the present time is in crude storage. 


Q Is used for crude purposes? 
Nee. 
Q And of the 320 now in crude storage since iisy of 1938, 


the Royalite has paid rental for 200,000 and you keep 
i20,000 Tor yourseltT? 
eS. 

Q And before that time did you use all of the 320 yourself? 
No, I did not have quite thst much in before that 
time. I had about 280,000 barrels in crude storage at 


that time. 


Q So that at the time this decision was made you brought 


over some storage? 


A No, since the time that decision was made. Not at the 
_time. 
Q As €& result of this decision? 


For better convenience in my own work. 
Q In view of this haying been decided then, you brought over 


some storege from the refined products and turned that 
into crude storage’ 
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I man up to May, 1938, your operations were sufficiently 
well carried on with how much crude storage? 
About 280. 


About 280°? 


240, that is it. 

And then you increased that to 320 and turned over 
200,000 of it to the Royalite? 

As a matter of fact, we went alom with 240 until sometime 
in August, when our peaks began to hit us and then 
there were larger shipments of oil leaving Calgary, 
particularly due to tank car shipments. 

Now, I have here some records of closing month-end crude 
inventories at your plant, that is your ow crude 
inventories, and the British American as well, and will 
you listen to them, and I will prove them later, but 

I want to get the benefit of your views upon them while 
I have you here, Mr. Moore, that in December, 1937, you 
had 95,611 barrels in crude storage, that was your crude 
inventory at the close of December, 19377 

I will take your word for it, I cannot answer that. 

Those figures are sufficiently near to what you understand? 
No, I would not even hazard a guess until I see my books. 
Edo not know of how much value it will be but I will 

be very glad to get. those for you. Those figures are 
figures obtained from your office? 

T would, not doubt. that. at all, not fora minute, but 1 
would not say they were correct, from my own memory 


though. 
And then in the month of January, 1938, your crude 
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inventory was 160,348, and I will read now month by 
month from then on, February, 188,814; March, 227,584; 
April, 227,760; May, 245,090; June, 176,475; July, 
153,001; August, 157,057; September, 213,823; 
October, 205,598, that, I put to you, was the crude 
storage which you had, that is the total Imperial Oil 
crude storage which you had at the end of those various 
months I have read, and that would indicate the storage 
in these Royalite tanks? 

Yes. 

What we might now call the Royalite tanks? 

Wes. 

mad for the same period the British American had a month-~ 
end crude inventory, December, 1957, nothing; Then 
January, 1938, until June, inclusive, 1938, nothing; 

in July, 52,222; August, 47,642; September, 7,147, and 
October, 5,741, and that cyude inventory on hand for 
the B. A., that would be, Would it, in these Royalite, 
in these tanks of the Royalite Oil Company? 

In any of the tanks. 

In any of the tanks? 

Yes, Mr. Frawley, in any of the tanks, beeause already 
you read several inventeries there that was more than 
the total capacity of the Royalite tankage. 

Yes? 

And all of the c:pacity is never available, you must have 
sane Working room. 

In the month ¢& September, in the month of August, you 
pumped there some fifty thousand, at the end of August 


you had 150,057 barrels of crude storage? 
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Moore. 

Of crude in storage. 

what? 

Of crude in storage. 

There of crude in storage, and the Royalite Oil Compa ny 
was paying you for 200,000 barrels of storage space at 
the same time? 

Yes. 
Pou. didn't have. .... 

are you inferring that all of that crude was in the 
RoOyalite Oil Company's storage? 

I am wondering if some of it was not even there? 
Poeyould, not think, so. 

sone of it was in your own? 
Yes. As a matter of fact, in the bookkeeping we keep it 
under one head. 

So that all the crude storage which you had in the 
Royalite's 200,000 barrels, or in your own 120,000 
barrels, was 157,000? 


Tes. 


And that was what your good judgment on refining practices 
told you you should keep at that time, presumably? 


Trying to guess the orders which might come in for crude 


besides. 


Yes, a refinery has sme responsibility to keep adequate 
storage of refinery stock? 
Within reason. 


Yes? 


WYithin reason, that is why IT have 180,000 barrels of 
crude storage besides, of my own. 


Yes, well now.....- 
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Moore. 

Which is not the case with numerous refineries which 
might be discussed. 

Before you made the arrangement with Royalite last May, 
you had to look after your own refinery storage at your 
own expense? 
we had ta look after it at our own expense, and we had to 
take into consideration that we were buying in relatively 
distant markets. 
Relatively distant markets? 

Relatively distant markets. 

You mean some other mgrket than Turner Valley? 

Some other markets besides Turner Valley or Sutbank. We 
have bought a good many thousand barrels of oil. 

You have been supplied from Turner Valley exclusively 
Since August, 1936? 

COVre ct. 

Yes? 

Correct. At the same time prior to that we brought our 
erude from a long distance, Mr. Frawley. 
Yes, and you needed more storage? 

And we had to guard against the possibility of train- 
WreckS...-- 

sure? 

Strikes, and acts of God, and a few other things. 

SO you had more need for storage when you were buying frem 
Cutbank? 
Don't let us stress so much fram Cutbank as when we were 
buying from the State of Wyoming. 

Wyoming, and wherever it is, then the picture was 


changed in August, 1956? 
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A Yes. 


é&) 


And you didn't need so much refinery storage, only 
bringing it 40 miles by the pipeline? 
A Didn*t need sO much crude storage. Probably we would 


not have if we had kept to the same rate of running an 


didn't have to take care of shipments to the Imperial 
Refinery at’Regina and also do a service for the British 


American Refinery at Moose jaw, that is what you mean? 
A Or Kamsack, Saskatchewan, or Winnipeg, or any place you 
Want to mention. 
Q Your compeny did take on these extra obligations, did 
they not, for a consideration, 
on the business? 


A We would sell crude and we will seil to anyone who has 


(WQ 


the money. 
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Q But the Royalite certainly assisted you 1M piiing up 


~~ _— ma i = 2 =- Y = =30 _t Be - 736 
storage to meet these outside :amMitments, by agreeing 


to take off your hands 200,000 barrels of storage at 
$5,000.00 a month? 
A I ean only say this, that if you Were running a pipeline 


and had a peak demand.....-.-- 
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That is the pipeline you are talking about now? 

I am talking about pipeline and terminals, had a peak 
demand off 28,000 barrels a day, I would not expect you 
to go into that business with only 2-40,000 barrel tanks 
at the end of your line, because if sanething happened 
to your customers' ability to remove 28,000 barrels out 
of one off those terminals every twenty-four hours, you 
would not last 30, you would mt last 48 hours at your 
given pipeline rate because you only have 80,000 barrels 
of total storage, which works down into something like, 
shall we say roughly 70,000 barrels of volume of 
available room, ‘ir. Frawley, and if your customers! 
demands cannot be taken care of currently at your terminal, 
at your terminal, and removed therefrom, then the pipeline, 
the carrying agent, would be embarrassed and would be 
compelled to back up into the field. 

How long does it take to move 3,000 barrels of crude 
from the Royalite plant in Turner Valley into your 
refinery yard in Calgary? 

~L think that is a question for er. Coultis. 

Yes, perhaps so, hours or days. 

MR. COULTIS: A matter of about four hours. 

MR. FRAWLEY: And the Royalite Oji1 Company has 
lots of storage in Turner Valley, has it not? 

They have a reasonable amount. 

How much, 105,000? 

THE CHAIRMAN: We Will get witnesses to speak about 
all these things. 

MR. FRAWL2Y: } Yes. 
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C. M. Moore. dl 
THR CHATRMAN: Unless you have some purpose asking 
for it now, to put something to Mr. Moore. 
MR. FRAWLEY: That is it, no other purpose except 
to put some thine to Mir. Moore, they have 105,000 
barrels of storage in Turner Valley. 
THE CHATRDiAN : He does not kno. 
WITNESS: No, I cannot answer that directly, 
Mr. Frawley. 


MR. FPRAWLEY: You Will assume that? 
A Yes. 
Q They have just one customer, that is the Imperial Oil 


Limited, and the British American Oil Company, and the 
Lion Refinery, they have, I mean, three customers? 


A Correct. 


& 


And you take the great portion of what goes through? 

Possibly 65%. 

a} Possibly 65%, ani the British American about 30, and 
Plotkins 5, is that about right? 

A Thst would be reasonable. 

Q And it is your Opinion them that they need 200,000 barrels 

of storage at the terminal, although the oi1 is, from 

the moment it enters the pipeline, either yours ao the 

British Americamts or Mr. Plotkins.'? 

Not until it gets into the terminal. 

Not’ until it gets into the terminal? 

No. 


In Kast Calgary is it yours? 


PS SiS & 


They are responsible for the delivery of a certain amount 


cf oil, Mr. Frawley. 


Q That is samething I am not going to pursue with you 
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because Mr. McLeod tells us it is your Ol as soon as it 
enters the gathering line? 
But it must be delivered in a given quantity. 
But it belongs to you as soon as it begins to move in 
the gathering line? 

A Yes, that is correct. 

Q So what he is ding, he is paying you, he is paying out 
$3,000.00 a month to store oil that belongs to you, and 
the British Ameriean and the Lion Refinery? 

A Of course, we rent him a heated building too, that tank 
is heated. 

Be it heated or otherwise, that is what he is doing? 

A Yes. Now, I do not yant the Commission to get the idea 
that it is just bare steel. We are responsible for 
the repairs and maintaining the heating system. 

That is what makes it $3,00C.00 a month then? 

Weil, zt ‘helps. 

Yes. Any handling charge that is made to anybody isa 
eharge made and collected by the Imperial Oil Limited? 
Yes. 

Mr. McLeod's company does nothing but transport, for 
which it is paid 15¢ by three companies, your company, 
British Americam, and the Lion Company? 

A Yes, or anyone else that might use the pipeline. 

Q gd all other charges that are made for handling is done 
in the refinery yard and, therefore; you make it, and 
you charge for it? 


A Yes. 
Q If it is a loading charge you make it and you charge for 


it, and Mr. McLeod has nothing to do with those oharges 
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Whatever? 

Correct. 

Now, to clear up one minor matter; as I understand the 
Lion operation is that he has certain crude in Turner 
Valley and that is delivered into the Royalite line and 
then taken to these same storage in your yard? 

Yes. 

Then when he wants crude, that is common crude, as you 
have told us? 

Yes. 

When he wants crude for his refinery, just what happens 
mechanically without being too detailed about it? 

46 pump it to the Lion. 

From these storage tanks to where? 

To the Lion Refinery, there is only one operation, we 
take a hold of the suction of one tank, it might be mine 
or it might be the Royalite's. 

I see? 

And it is common oil, you know all the tanks that Turner 
Valley is stored in. 

So it may not come out of Mr. McLeod's storage? 

Not necessarily, sir. 

It comes out of that tank which is attached to the two- 
inch line? 

It comes out of the manifold inthe pump. 

And it goes over to the Lion Refinery through a two-inch, 
sania two-inch line? 


Yes. 
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And he is charged what fer that? 

Sy per barrel. 

Now, then, does the British American Oil Company pay 
anything to your company for the storage which is 
referred to, in the second recital of this agreement, 
gxhibit "29", which is referred to as storage which has 
been arranged for with Imperial Oil Limited? 


Since I have not made any oollection, I cannot answer 


that question because the local operation, Mr. Frawley..... 


YOu do not know? 
I don't know anything about what might have occurred in 


the system and I do not know whether these could be 


considered Royalite or Imperial tanks at the present time. 


The British American Oil which you process from time to 
time comes out of this 200,000? 

Comes out of all the tankage which might be used for 
Turner Valley crude. 

Again, it might be out of that jor it might not? 
Undoubtedly some of it moves from my own storage. 

So there are 320,000 barrels of tankage out there, of 
crude tankage out there? 

Yes. 

And when you go to process some Imperial you go to any 
of the 320, when yow go to process some British American 
you go to any of the 320, ana when you go to make deliver 

when you go to make delivery to the Lion Refinery 

you go to the 320? 

Or any other customer. 


Or the British American at Moose Jaw or the Imperial at 


Regina? 
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Or the North Star at .innipeg. 


Or the Sterling at Yorkton, or any other? 


Yes. 


MR. FRAWLEY: That is all. My next witness will 
be Mr. Coultis, 

THE CHAIRMAN: Before we start witu this witness, 
Mr. Nolan, was there something else you were going to 
produce? 

VR. NOLAN: We were going to askfor any corres- 
pondence out of which grew any agreement between the 
Imperial and the Royalite, whereby the Imperial agreed 


to pay) the pipeline price of 15d, or earlier; the higher 


ratee My understanding is that there was no correspondence 


about that but that it was arranged verbally. aA search 
has been made and there is no correspondence dealing with 
it, and Mr. McLeod said in the box, there is no 
formal written agreement and never was. 

THE CHAIRMAN : Well, I did not vnderstand from 

Mr. Meteod that he had made the verbal agreement himself. 
Who was the officer of Royalite who made this verbal 
arrangemen t? 

MR. NOLAN: That is something I will have to 
ascertain. I only learned it was verbally done when I 
enquired. 

MR. FRAWLEY: And, I take it, Mr. Nolan, this is 
every bit of correspondence which you ean find with 
respect to the rentals? 

MR. NOLAN: YES. 

THE CHAIRMAN: Then, without going through my notes, 


wags there anything else? 
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MR. NOLAN: “The third thing was, would I prepare 
for the Commission a statement of the pipeline charges 
from the beginning. That is at the moment being 
prepared. We have to go into the books for the earlier 
years and it takes a little time to doit, but it will 
be available for this Commission before to-morrow 


evening, and I think that was all that you really wanted 


me to do. 

THs CHAIRMAN: And your maps. 

MR. NOLAN: NO NS Wala Dien a ere. s 

MR. FRAWLEY: The map has been turned over to me. 
MR. NOLAN: The map is taken care of, and it 


Will be available to-morrow. 

MR. FRAWLEY : I do not know about that. It will 
certainly be available by to-morrow or it will be 
delivered to the Sommissioners at the earliest possible 
moment. 

TH= CHAIRMAN: I want, either by common agreement 
or by some witness speaking about it, to have it put in 
to-morrow, so that we may consider it as evidence over 
this holiday, and the same thing applies to these 
things we are speaking about now. 

MRe NOLAN: ¥Yes,) my ford. 

MR. FRAWLEY: «owe will speak to that again before 


we close. 
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SAMUEL COULTIS, having been first duly sworn, 
examined by Mr. Frawley, said: 

Mr. Coultis, you are the manager Or Superintendent of 
the pipeline department of the Royalite Oil Company? 
Yes. 

And how long have you held that position? 

Since January the first of this year. 

YOur office is in Calgary? 

Yes. 

And prior to that, Mr. Coultis, you were what? 

#ield Superintendent for the Rovalite Oil Company in 
Turner Valley. 

That is for all departments of the Royalite Oil Company 
in Turner Valley? 

HESS 

And since the first of January of this year you mve 
restricted your work to the managing of the Pipeline 
Department from Calgary? 

Yes. 

Now, before you out. in any of your many maps, you were 
good enough, Mr. Coultis, to show on this Calgary 
district map of the topographieal survey of Canada, the 
three lines of your oompany? 

Yes. . 

Together with the Royalite No. 1 plant, No. 2 plant, 
ang the B. &. plant? 

¥es. 


Those are absopotion clants? 


Yes. 
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MR. FRAWLEY: lt offer this as an Exhibit, six, 


(Topographical Survey Map of the Calgary 
District showing the transportation lines 
of the Royalite Oil Company pipeline here 
marked as Exhibit "32". 

Mr, Coultis, Of these three lines, will you ba 
good enough to tell me Which of the two-4 inch lines 
is the one your caupany built? 

THE CHAIRMAN: I wonder if he would start at the 
beginning and tell what the whole map is. 
I have a small map. 


MR. NOLAN: Let the Oommissianers see it and 


see if it is clearer on ours than it is on the Governmenk _ 


map? | 
has little legend may help. This) thing, sir), is the 
Royalite plant oor the mainline pumping station. 
THE CHATRMAN : Now, if. Prawley, I suggest we put 
this im as well, if will be Exhibit "35". 
MR. FRAJALEY: How would you deseribe this Exhibit 
"So", bin, Coultis? 
A small map showing the trunk lines of the Royalite Oil 
Company ripeline Division. 
(Small map showing trunk lines of Royalite 
Oil Company Fipeline Division here marked 
as) Exhibit tsa. 9 
THE CHAIRMAN: © With legend attached? 
Yes, my lord. 
Now you are going to explain that map, Mr. Coultis? 
Commeneing, at Turner Valley erude naphtha absorption 
plant products. 


Yes? 


And in peak loads crude oil is pumped through No. 1 line. 


iy £4 
fie = 4 
; ee 8 


o 


‘ 
ges 


eat 


ie 


+ 


‘ 


Cae 


Fe 


- S. 
a 
‘ ae 5 
a = 
es 
4 5 
to : 
= . -; 
8 . ee <= 
{Ea i 
heey n ee 
—% 3 oy 
Pond ‘ 
== : : 
’ ¥! i 
- * ‘ cr 
ty Lets = 
i ahh : 
* Ne 
uy . ‘ 
pe - aoe : 
; . 
+ -~ 
-* rs : 3 


2 4 
‘ 4 
4 2 
if a 
oa iar i 
.- ae 
. 3 a 


Samuel Coultis. Beet 
The No. @ line and No. 3 line, 4 inch and 6 Puch MIs 
are both used entirely for crude oil. These lines 
terminate at qg given point at the mainline pumping house, 
following different routes through to the Imperial Oil 
Refinery at Calgary. No. 1 line has a total footage of 
150,242 feet, 4 inches, of 4 inch pipe. No. 2 line..,., 
THE CHAIRMAN: What kind of pipe is that? 

This particular line is 4 inch standard lap welded, 
plain end bevelled for welding and entirely welded, 
All, jJoints-are welded. The No. 2 Tine.... 

Q iZAJOR LIPSETT: What is this, is that 6 inch? 

A No, this is all 4 inch in here. There is a very little 
bao 6 wren in. bad Gmenar. 

No. 2 line is built of the same 
type of pipe, except that originally this pipe was 
Vistolia, pipe, coupled by a’ Victolie clamp, coupling 
or clamp. This latter was welded. That has a total 
leneth of 165,499 feet 4 inches, and it is 4 inoh all 
of the distance. 

Now OS Dine teen entire 6 inch seamless 

steel line, bevelled for welding and all joints welded. 

That is the trunk line sys tem. 
These pipes are all buried at varying depths from 2 feet 
to 5 reat This bine Ls (theyord tine. Both new lines 
are burind from 42 inches to 5% feet deep. When these 
lmnes are laid they are thoroughly cleaned, covered with 
asphalt, wrapped with burlap, with another coating of 
asphalt applied over the burlap, and carefully placed 
in the trench to prevent breaking of the covering. 


Q THE CHAIRMAN: Are the two pipelines im one trench? 
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No, sir, separate trenches. They follow the same route 
very closely except when they come in on some of the 
Calgary road allowances, they are on each side of the 
road in some instances. 

They are steel pipe? 

Yes. At this point our mainline gathering station or 
tank farm and main trunk line, pumping station, is 
located. It shows more clearly on the map here. 

MR. FRAWLEY: Why are the two set, why are your 
2-4 inch lines so far apart, were they both your own 
lines originally? 

des bs PuNe original > line, 

You are “referring ‘to Not’) Caleary trunk Line? 

Yes. 

Tell us about that line, who built it? 

That line was huilt by contract in 1925 by Williams Bros. 
of Tulsa, Oklahoma. 

For whom? 

For the Royalite Qil Company. 

Which is the line you took over from the Regal Company? 
Nasice line. 

oh, No. 2 line? 

That line is composed of the Regal pipeline with an 
extension of approximately, about 8 miles of new pipe 
added to each end of that line, coupling from a point 
in here to the Royalite trunk line pumping station. 
The line was replaced over a distanee here of about 

2 miles. 

You are referring to the Calgary end then? 

Yes, from the Regal line westward. From that point on 


new line was laid straight ghrough to the Imperial 
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Refinery or the terminal tankage. The No. 3 line was 
commenced in October, 1937. 

Did we get the date of the second one? 

Pa We Waive is 

When was it bought from the Regal? 

That was the Summer of 1937. 

MR. FRAWLEY: When you bought it from the Regal? 

I do not know that date. 
Let us have the date, Calgary No. 1 line Was built when? 
EPL IO). 

And put in operation? 

In December of that year. 

The Calgary No. 2 line, which is the next in order, when 
did the Royalite Oil Company begin to operate that line? 
I believe that was August, 1937. 

THE CHATRMAN: That is the line purchased in the 
main from the Regal Company? 

Yes. 


The Regal was a refining company, was it? 


Yes. 
MR. FRAWLEY: And “them tne, Gaird.:.. 
THE CHAIRMAN: Just. @ Minute.) You say there were 


two-8 mile lengths added. 

MR. FRAWLEY: _* When were they added? 

During construction, sir, in the Summer of 1957. The 
Regal plant was approximately three miles from our main 
pumping seshartan so it was necessary to fill that gap 
and to extend the line on through to the Calgary 


Refinery. New pipe was used for that. 
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TH CHAIRMAN: And that was in the Summer of 193979 
Yes. 
MR, FRAJLEY: And in case the matter comes up, 


and to save confusion, that pipeline of the Regal Company 
was operated under the name of what, the Alberta 
Pipeline Company? 

The Alberta Pipeline Company, I understand. 

Then the NS. 3 Calgary trunk line of 6 inch, when was 

it constructed and put in operation? 

Commenced in October, 1937 and built to a vnoint 
approximately 15 miles out from the plant, from the 
trunk line pumping station. 

Yes? 

Where it was tied in or looped in to No. 2, 4 inch 

line, and operated in that manner during the Winter. 
Yes? 

Work was commenced on the Calgary end of constructing 
the balance of that line in February, 1938,and proceeded 
as rapidly as possible until it intersected the first 
section laid, where it was tied in or connected. That 


was completed, I believe, on May 4th, 1938. 


THE CHAIRMAN: The whole No. 3 line? 
Yes. 
MR. FRAWLEY: Now, give us the length in miles, 


you have them all in feet? 

Nes. 1 can give you Ant miles. 

Now, before you do, Mr. Coultis, as we are going to leave 
these with the Commissioners, perhaps in not very much 


detail, will you run over these two maps, Exhibit woe 
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A Yes. 

Would you like them turned the other way? 

A L always like to follow the oil, This was made last 
night from these maps, from the smaller maps. No. Ll 
line is coloured blue on this map. No. 8 line has 
been coloured green. No. 3 line has been coloured red. 
THE CHATRIIAN: This map is Bxhibit "32", 

Q MR, FRAWLEY: Exhibit "32". 

Those colours were applied at lr, frawley*s request, 
those three colours. 

Q And then there are plants marked “"Royalite No. 1 plant,® 
is what, what plant is that? 

A Royalite No. 1 plant, that refers to the pipeline division 
as the main branch line pumping station. 


And otherwise it is the Royalite No. 2 absorption plant? 


A The No. 1 absorption plant is located in the same 
district. 
Q All im the same district, but not in the same yard? 


Practically in the same locality. 
Then there 4g also shown here Royalite No. 2 plant, 
that has nothine to do with the trunk Tine?’ 
A More than it was necessary to extend the gathering line 
to that point for the gathering of white products or 
the absorption plant gasoline. 
And you have also marked here? 


British American plant. 


Has that any connection at all with your trunk line? 


2 = 


Yes, it was necessary to extend a separate line ta that 


plant in order to oiek up absorption plant gasoline. 
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which could not be mixed with crude or transmitted 
through crude lines from the field. 

MR. NOLAN: Ig it clear, I understand that we 
are talking about the main trunk lines only? 

We are talking about the main trunk lines up to that 
point. 

And that is what the map shows, the main trunk lines? 
Yes. 

You were going to give the miles?. 

Nos eines 29 sa Mies Thelenotn No. 2 lines, 31.2 
Miles; Ne. 3 line, 31.4 miles, total, 91.8 miles 
trunk line. 

MR. FRAWLEY: i thank’ youmient, Mrs: Coultis,. no, 
I think we had better get the gathering line before we 
start talking’ about the operation ao anything at all. 
I think myself before we put in the large scale map, 
Mir. Coultis, that you might file the small scale TED 
of the gathering lines, I quite agree with you it is 
quite difficult to follow because the lines are so small, 
but we can yo from that to the larger scale map. Have 
you one of those here’? 

I have only one copy. 

Yes, this is pretty clear, and I think we had better 
offer this, Mr. Chairman. | 

THE CHALHIMAN : What is it? 

MR. FRAWLAY: What is this map, Mr. Coultis? 

A map arian gathering system in Turner Valley. 

It is called the "oil gathering system"? 


The oil gathering system. 
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(MAP SHOWING THE OIL GATHERING SYSTEM 
OF THE PIPHLINES IN TURNER VALLEY HERE 
MARKED AS EXHIBIT "34")), 
Now, I think if you simply show on this the ain pumping 
Stavion, if you can ,“and’ DP hinkytnat eis arth Twill 
ask you, and then you can go on to the larger map? 
It is there. 
THE CHAIRMAN: That is another map which you are 
going to mark next? 
WITNESS; Yes, 
A Guplicate in every way? 
tgs; there is probably an extension’or' a -new line, 
or two, which is not shown here. 


On the big map, which is not shown on Exhibit "34? 


Yes, 

MR. FRAWLLY: It could be brought up to date? 
Yes, very easily: | 

MR. NOLAN: Tt 1S Girrilcurt. “betause it is 


changing every day. 


TH CHAIRMAN: NOW, ~yoOu are” oirering the big’ map 


POO, are “Your 


MR. FRAWLiusY § Yes. 
MR. NOL.N: There are tone. ulere .” 
MR. FRAWLAY: It i& the igame one, 1t 1s an 


three sections on that map, that is how big a scale it is. 
THE CHATRMAN: “The big map is in three sections 
but the three sections make up this one map, Exhibit "54"? 
MR. FRAWLEY: | That is right, sir. 

THE CHAIRiIAN: All right, those three sections will 
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be Pxhipit "G5". A, Bal ener is 
(MAP PRODUCED IN THR&E SECTIONS 
HaRE MARKED AS BAHIBIT '35", 
A. /B and Ss.) 
MR. NOLAN: Which way is this map just marked? 
From the south end of the field up. 
MR. FRAWLEY: The map also would show the main 
trunk line pumping station, the Jocation of it? 
¥es, 
TH CHAIRMAN: The mainline, trunk line pumping 
Station? 
Yes, or the trunk line pumping station. 
mHich 1s shown on Exhibit "S4"2 or is ib? 
Duetorshown there; but nob Ta devel Ly dt Ws shown tient 
here where the line terminates. 
well, now, you might tell us what those are? 
There is a. total of 73.2 miles of oil gathering pipeline, 
composed of 4 inch, 3 inch and 2 inch pipe. Practically 
all of those lines that h-ve been laid forthe purpose 
of serving crude oll wells, are biried to a depth of 
5 feet in order that waxy erude, which will fill and 
solidify, can be pumped during cold weather, making a 
total of 165 miles of trunk lime and eathering Lines 
in the entire system. 
What croportion of these gathering lines ate 4 inch, 
3-inch and 2 inch respectively, if you know? 
That is changing from time to time.. 
As at the date you had the figure 75.6 miles? 
Approximately 181,312 feet of 4 inch line,. approximately 
80,000 feet of 3 inch, and I am sorry, sir, that i 
cannot give you definitely the length of the @ inch. 


We have been adding 2 inch quite rapidly lately, and I 
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have not that figure here. 

MR. NOLAN: You could work that out fron what 
you have got? 

THE CHAIRMAN : It will be the difference as at 
that date? | 

Yes, as of that date. 

TH... CHATRMAN: Mr, TFrawley, will you find sut 
what was the date? i@ have 91.8 miles of trunk line 
and 72.3 miles of gathering line. 

WR. BPRAWLEY: AS of what date, Mr. Coultis? 
December léth, and, with your permission, sir, I would 
like to submit the individual footage of the different 
Sizes of field lines. 

Footage and mileage? 

Yes.. JI have the mileage here, but it is the total 
mileage of the three sizes. If you want that broken 
down I will be glad todo it. 

If you will separate that and have it for the morning? 
Yes. 

December 12th of this year? 

Yes, that also ineludes the line to the Home-lfillarville. 
Yes? 

In this system there is also a number of storage tanks 
throughout the field varying in size from 55,000 to 
10,000 barrels capacity tanks. In the central tank 
farm, located at the trunk line pumping station we have 
a total of pressure storage used for storing high vapour 
tension products, such as absorption plant and naphtha 
and also standard storage tanks, which are practically 


atmospheric pressure tanks, a total of 118,000 barrels 
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Samuel Coultis. 
in the main tank’ farms In addition there ie 1-10,000 
barrel “‘ank located at Wo. 2 field storage, field pumping 
Station, and 1-10,000 barrel tank located at No. 3 
pumping station. Now, should I follow a barrel of oil 
through? 

Q If we have now all the statement which you want to make 
about the physical set-up of the system. I wonder if 


we have it all? 


A We can follow that. 

q Have you covered pumping stations ? 

A Noe sie. 

Q Tell us about the pumping stations then? 

a) THa CHAIRMAN: Before you do, this tankage which 
you have there, is that entirely used for the purposes 
of the pipeline? 

A Yes, it does not include any production tank at any 
individual well. 

) That is what I was coming at, does it or does it not 
include the production tank of Royalite as a producer 
of crude? 

A No, Sir, it does not. The nearest spot that you can 


come to that would be on the Sterling Pacific. It 
happens that our No. 2 station is located on that lease 
but each individual well has its own production tank 
and that tank, sir, is what we term a "floater", 
meaning that there is oil continuously being pumped, 
gathered throughout that system, pumped into the tank, 
and at the same time pumping is going on from the tank, 
that tank cannot be guaged, only stop-guaged, at any 


one particular hour. 
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YOu Say each producer hes a tank at hic well? 


A Yes. 

y His own tank? 

A Yes. 

q The producer does? 


A Yes, he does, 
THE CHATRiiAN: All right: 
Q MR. FRAWLEY: Then you were going to tell us about 
your pumping stations? 
A May I state, before we go to the pumping Station, that 
we have 71 gathering pumps locsted throughout the entire 
field, located at the sroducers' wells for the surpose 
oF toking up his ofl and transporting, it to the different 
field stations. Then in the south end of the field 
we have No. 3 or Longview pumping station, cannosed of 
1-10,000 barrel tank, 3 power-driven pumps , 2 National 
transit plunger pumps, 44 x 8 inch capacity of pump, 
at 1,000 pounds pressure. We also have a complete 
gasoline or gas engine driven stand-by unit, known as 
a Gasso unit, capable of pumping at 1,000 pounds pressure 
and driven by a 100 horse power gas engine. The 2 
National transit pumps are driven by electric motors, 
one being 75 horse »nower, the other one 100 horse power. 
At that station there is also an office for the field 
guagers, a gerage for three trucks or cars, and a boiler 
house housing a 70 horse power boiler for heating the 
oil in storage, heating the pump house and the office 
building. ae 2 pump station, or Sterling pump station..... 


Q It is located? 


A On the Sterling Facifie lease, also is equipned with 
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1-10,000 barrel tank; 2-5 x 1& National transit pumps, 
capable of pumping at a pressure of 700 pounds and 
driven by electric motors; 1-75 horse power, 1-100 
horse power. This Station also has a stand-by Gasso 
unit driven by a 100 horse power gas unit and capable 
of pumping at 1,000 pounds pressure. In addition there 
is a boiler house housing 1-70 horse nower boiler 

used for heating oil and heating the pump house. 

Q THS CHATRMAN: averything you are describing relates 
to the pipelines? 

A Yes‘. 
pure and simple? 

A Yes. Number, the mainline or trunk line pump house is 
located at the head of the trunk line. In this district 
we have 12 tanks used for storing crude oil and 
13-500 barrel, 10 pound pressure storage tanks for 
storing absorption plant gasoline or naphtha. From 
those tanks the oil is received at the mainline pumping 
station where there are located S5-National transit 
Sm 16 tripiex plunger pumps, directly connected to 
3 Clark 2-cylinder, 200 horse power gas engines. The 
rating of those engines ig 200 power at sea level but does 
not represent the true horse power at 4,000 fest. 

I believe that is :ll, sir. I 
might say that all tanks are equipped with the latest, 
most approved Fulmite fire systems, and in the tank farm 
there is located, on the Fulmite system, a complete 
Fulmite mixing plant. We keep the Fulmite powders in 
a dry state and they are mixed at the time of fire. 


Each tank is also eonnected to live steam which is 
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Supplied from the Royalite boiler house, which is not 

a@ part of the Royalite pipeline division. Water and 

fuel are also supplied to Number, the trunk line pumping 
Station, from the main pumping station of the Royalite 
Company in that district, and fuel from their fuel system. 
THE CHal RMaN : You speak of the pipeline division, 
that is kept as a separate division, is it? 

Yes. 

In the internal arrangsment of your company's affairs? 
Ves. 

That is treated as a separate thing? 

wes, IT) believe, sir, that-covers sur pumping stations. 

MR. FRAWLEY: Now, Mr. Nolan called my attention 

to 12 tanks which you had at your No. 1 pumping station? 
Yes. 

Did you cover those? 

Yes, they are covered in the 118,000 barrels. 

You mentioned those? 

¥os.. 

Does that dispose of all of what you might call the 
direct physical assets of the company? 
Wow veur's 

Then what else? 

Vie have our own transportation system, 
Coming under sundry assets, perhaps. No) (@0, on? 

We have a fleet of 7 passenger cars including my own, 

one Buick, the balanice are chevrolet coupes. 4 trucks, 
1-2 ton and 2-3/4 ton; 1 R. D. Deisel ¢riven pipe layer, 
oridit 16 in realivy an R. D. 4 Caterpillar equipped 


with pipe-laying equipment; we also own one Barber-Green 
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ditching machine. The division has its own work-shop, 
welding shop and storehouse all housed under one Loon, 
in which is stored secondhand material coming in, aiso 
specialized parts such as pumping repair parts and 
sufficient stock to meet emergencies which may arise at 
night or on Sundays; we maintain our own office in a 
separate building. We have our own dwellings for four 
of our employees there, our field superintendent, his 
asSistant, our chief biases and our pipeline foreman, 
construction LOrenman, 

MR. NOLAN: How many men have you? 

Our men, the average, sir, including the field office 
Staff, guagers, fitters, foremen and line-walkers, 

with several labourers, has been averaging, with the 
exception of heavy construction work, about 75 men. 

I have them all broken up into their different classifica- 
tions, if you care to hear ‘them. 

MR. FRAWLEY: I do not know as we need that. 

THE CHATRIMAN: if did not just Rees where they 


are coming in in connection with your assets. 


MR. FRAWLEY: No, they are not coming in in 
connection with the assets. Mr. Nolan brought them in. 
MR. NOLsAN: To give you some idea of the number 


of men employed in this department. It is a general 
statement which’ should have gone in at the beginning 
when we started to move the oil. I think Mr. cCoultis 
will explain het anes are porformed by these various 
men. ; 

MR. FRAWL2Y: But I would like to pretty well 
exhaust the assets, if I can now with Mr. Coultis, and 


I am using the statement of the capital investment 
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prepared by Mr. Morrison, and I thiik it will be of 
some help if I will just run over them with you, not 
the amount at all, not the figure, but just what they are, 
you have told us about the oil-gathering lines? 

Yes. 

All that you want to say about that? 

gxcept if you want to cover these maps. 

Oh Veo, We Will get To Shem: but L mean in the statement 
of your assets of the various kinds of tham used by the 
pipéline division? 

The major items? 

Yes, the major Pe cnaes i have a very couplete list here, 
and if you Will tell me now those you have dealt with 
you can tell me, and those I’ recall to your mind, you 
can deal with them, the oil-gathering lines you told 

us where they are and what they are? 

Yes. 

The Calgary trunk delivery lines? 

eS. 

That is rather a new name, by the Way, the Calgary 

trunk delivery. lines, is that your delivery? 

No, it should be the. trunk line. 

Just the Calgary trunk lines? 

Yes: 

The field pumps, you-have told us all about them and all 
you want to say about them and where they are? 

They vary ts number, they are gradually increasing as 
new wells have been drilled. 

You have dealt with those? 

Yes, 


The tank farm, you heve toldus about that? 
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Yes. 

The motor equipment? 

Yes. | 

Then there are sundry equipment of $28,576.00, what 

kind of things would be included under that, Lir. coultis, 
would you know? 

I am not prepared to say from memory. 

And the pump houses, you have told us about those? 

I have told you the contents of the pump houses. I did 
not enumerate the buildings because, naturally, those 
pumps are housed in very good, steel buildings. 

Then in addition to that you do use some of the utilities 
of the Royalite Oil Company? 

We .do, sir. 

You might tell us something about that? 

They transport our heavy transportation; the trucks I 
enumerated, the three small trucks are merely service 
trucks. They transport heavy pumps, piveline supplies 
and the heavier transportation. 

Then in addition there “re such things as the fuel gas 
lines, those are what you would call the utilities of the 
Royalite Oil Comvany which your division uses in part? 

we do, and the water system. 

And the water lines, and the boiler plant? 

And the nower plant, the electric power plant for lighting. 
And the forge and machine-shop, which is a large item? 
Yes. 

Fart of that you use? 


rartsor the main office. 


se i 


PeStbaea 


ag im 


pened hie 


cy vine ‘at 
cate dosh 


Lf 
mY 

she 

Be oe? hg 
+ a re ee Ba 

wn ; ; fl a eediy A “ ar i 
Ab) \ { ¥V y 
? eek i 


; Hits WEN is acer ee ee 


aeig 
Da Raek hel 4 
We eases e e 


ae + mel linn dea 


aes: 
= 


a by “en a os 
ait ie) > 


hi eee 4 A ‘ pg “ ae $v CT ak ae 
ica alin ay Pi ae) wie jetee “a tre , . woh 
Me By 1p a . meat 


il: ed ang eae + ae pasait neta. Oy per 


aan : ; ; wehe Se 


A eee nb i Pau eee Nebo we te Mee ‘ae 


iw tien ’ ed 


2s 


eo htem edt hodee 


es UB 
eis ie, 4 Agee # e1F) bradi if rea : ya ay 
TAD chs oc ee . ie ee ae 


-959- 


Samuel. Coultis. 


rs) 


The fire. fighting-equi pment? 

Yes. 

I will just run over them and you can agree that these 
are used in part by weve division, the company garage? 
Yes. 

The storehouse and warehouse? 

yes. 

The electric light plant? 

ies. 

The sewer plant line? 

Yes. 

The enployeest garage? 

NGe. 

The residential quarters? 

Yes. 

The offiee buildings? 

Yes. 

Road equipment? 

Yes. 

Ditching machine? 

We have our own ditching machine and part time we use 
theirs when available. 

The salvage department? A small item of a few hundred 
dollars? 

WOs, 0n4. very Jittle: 

The permanent steam plant? 

Yes, 

You also make use of the laboratory and its equipment? 
Yes. 


And the motor equipment, you have told us about that? 


Yes. 
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Now whem. thate1s’ ail) is it now? 
THE CHATRMAN: Gentlemen, you will try and get 
these things all cleaned up to-morrow? 

MR. FRAWLEY: Yes. 

(The Investigation was here adjourned and resumed at 


10:30 a. m. December 2list, 1958.) 
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A letter dated 9th August, 1938, from the Gas 

é& Oil Products addressed to the British Ameri- 

can Oil Company Limited, making application for 

the purchase of approximately 1000 barrels of 

crude oil per day for 30 days, see Page 1003, : 
Volume 10, of the Record of Proceedings 1003. 


a tarther Letter dated 17th August, 19438, trom 

Gas & Oil Products to the British American Oil 
Company Limited, making a definite offer to pur- 

Ghase the crude oil referred to in #dzhibit "36" 

and the conditions under which such sale will be 

iade. Page 1006, Volume 10, of the Record of 
Proceedings. 1006. 


Copy of advertisement by the cas & Oil Products 
Limited for 40,000 barrels of crude oil as re- 

ferred to in Exhibits "56" & "57", and as appeared 

in the Calgary Herald on the 10th August, 1938, 

see Page 1008, Volume 10, of the Record of 
Proceedings 1007. 


Copy letter from the British American Oil Co. 

Ltd. to the Gas & Oil Froductsbtd. dated ™brtr 

August, 1948, confirming the sale and purchase 

of erude oil es outlined in sxhibit’ "66", see 

Page 1.008, Volume 10, of the ‘keeord.or Pro- 

ceedings 1008. 


A statement produced by the British Americam Oil 

Co. Ltd., showing the amount of oil purchased and 
delivered to the Gas & Oil Prodicts plant during 

the months of July, August, and September, 1938, 

with the handling cherges for same shown on the 
axhibit 1013. 


A’map originally prepared by Dr. Bink. sand son 

which wes superimposed by agresment Mr. Davies! 

areas "a" and "B" in different colours; also all 

of the drilling wells and all the producing wells 
either in or out of these areas, and also there 

is shown in different colours the acreege of 

the Royalite Oil Company- 1032. 
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A history of the pipeline rates from the 
day the pipeline was instslled, November 
24th, 1925, to the 30th November, 1938, 

showing the variations in the price and 

the volume of the daily run through the 

above period. 


A document showing an estimate of the 
investment of the Pipeline Company broken 
up in @ general way between the trunk line 
and the gathering system. 


B.lance Sheets of the Royalite Oil Company 
for the years 1921 to 1947 inclusive. 


1033. 


1034. 


1035. 
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December 2st, 1938. 


10:50 a. fy SL SSLON: 


SAMUEL COULTSS, having been recalled, 


Continued oxamination by Mr. Frawley: 


& 


> 


MR. NOLAN: Perhaps, Mr. Chairman, you will 
remember my asking .ir. Coultis to give us the distances 
on the two, three and four inch pipes? 

WITNESS ; Gentlemen, I regret to admit an error 
in converting footage on these trunk lines as shown on 
the map submitted yesterday, I find there is a Slight 
error. 

THS CHAIRMAN: The 91.8 miles, you had? 

Yes, you will find on this map the engineer*s figures 
Seer nos Very clear. 

mR, NOLAN: You might refer to the map by its 
Rumer, Exnibit "Sa"? 

No, IT had not the number, in speaking oF Now prunk’ Line 
I stated that it was ali 4 inch, I dam not sure, that 

I used the word "all" but that it was a 4-inch line. 

In putting in the river crossing and coming out of the 
plant yar@ 6 inch was used to a distance, a total 
distance of 4,361 feet, which is shown on your map, 

Tieht in that’ section. 1 believe, sir, you questioned 

me on that yesterday and you pointed it out, on No. 1 
line, right on that, that is the river crossing there, 
sir, and the extension out of the plant yard there. 

That would alter your total trunk line mileage to a total 
oe) Les. 

SoeL7 miles? 


92.17 miles. Wo. 1 line would be 29.28, No. @, 31.54, 
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Samuel Coultis. ae 
and No. 5, 31.55. Those, I am satisfied, are accurate 
engineer's figures. 

Alswering the question on the length 
of gathering and lateral lines, and this is of December 
20th, 2 inch, 89,482 miles, fect, equivalent to 16.9 
miles; 3 inch, 99,855 feet, equivalent to 18.9 miles; 

4 inch, 189,674 feet, equivalent to 55.9 miles, making 
the total footage of gathering lines of 379,011 feet, 
or 71.7 miles, These alter the grand total, the total 
Mileage of all lines of 163.87 miles. Those figures are 
all of December 20th, and will, before the end of the 
year, be somewhat altered as we are replacing annroximately 
9900 fect of 2 inch pipe with 4 inch pipe, anlarging 
ope Lane, but is not inéluded iin whic. 

@ What is the size of the trunk line? 

3 No. 1 trunk line, sir, is largely, With the exception of 
approximately 4,000 feet, 4 inch pipe. The balance is 
6 anon. 

Q PasOR LAP Sate: That is the 4,361 feet? 


A Mab i67b, sir. 


“i MR. FRAWLLY: ir. Coultis, will you ‘tell the 
Commission what your practice is With regard..... 
9) MAJOR LLPSETT: Just a moment, the No. 2 and 3 lines, 


what are the sizes of those? 

bs The No. 2 line is all 4 inch, and the No. 3 is 6 inch,all 
the way through. 

y TH: CHATRiWAN: No, well now, No. 1 is 4 inch 


excent for the four thousand odd feet, and that is 6 inch? 


A Yes. 
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THE CHAIRMAN: All right. 

wR. PRA /LEY: Mir. Coultis, would you tell the 
Commission what your practice is with regard to the 
mpKeep )Ol.vour Line? 

Of all the lines, sir? 

Of your system, of your couplete system? 

In the beginning when the line is laid every precaution 
is taken to lay the line in such a way that the expansion 
Will be taken care of, which is a very grave factor in 
‘a country with extreme climatic changes,which we have, 
and we find it very necessary to weld all lines. We 
find that the very best pipe, - the screw an@ couple 
pipe which we use is not entirely satisfactory for all 
services because in the Winter that will pull in two. 
Now, that is due to two causes, sir, the temperature 

in the earth and even although your temperature was not 
down to freezing you might be called upon, in the case 
of plant products, that is Light eravity stuti.. 3227 

Out of the absorption plant; 

Yes, or even a tank of naphtha, that might be very cold. 
In the case of évude oil we find it necessary to heat 
that oil for two reasons, to keep it within a reasonable 
temperature on aceount of the pipebinevam “alsa to 
prevent congealing of the paraffin wax, which is very 
high in Turner Valley crude, this would congeal and 
entirely plug the line, which has partially happened 

in the past in some of the smaller field lines. Now, 

we are endeavouring to keep all oil, it is heated to a 
certain extent in the producer's tank, not so much for 
n but a2 heavy waxy oil has a tendency to 


transportatio 


congeal water, suspend water, and unless that is brought 


Soe 
a 


ee 


wad 


Hane Va re 


ieiiion oro, hah ene 


Ay 


es oat 


Wha 


t Ae eee Rie 


cae 2 a. Sagoo me : gal oul 


ed bi ; 


: apie, vatialer ices ade parr 
OT TARE: Pate Ne bt “pede: iit aula Sasiadl 
3 ; ARH 

BBE ine an Ce 6, eameno8. Pee neem 


> } bw 
re 


+ 


i 


 aplith Ale aaah tad saber roan. orm eae. 
art 4 GAN eteRee Pua at, senben: ouket tenes , 
Lien bie) a, cies * eipioneariesc 


* fue, 


Samuel Coultis. nee 
up to a reasonable temperature to allow tse water to 
drop out, we would freeze that line. That all thea is 
taken or pumped to the main gathering point, either No. 2 
or No. 3 field station, where it is again kept warm or 
heated, in order that we. may transmit it down to the 
main tank line. In moving that oil from main storage 
to Calgary we have tuhular heaters throwing out steam 
as heaters, and we find it is necessary during really cold 
Weather to bring that oil at the trunk line pumping 
station to approximately 70 degrees Fahrenheit. Now, in 
maintaining the lines, they are constantly being checked. 

Q At the time of laying what extra precaution do you take 
besides welding? 

A Our practice now is to asphalt the line with a particular 
grade of asphalt and that is put on hot and to guard 
against pin-holes or bubple holes and to prevent soil 
stress, which is the movement of the pipe in the soil, 
we wrap that with burlap and again coat it with asphalt 
and that at the present time is giving us reasonale 
protection. 

@ Now, that is what Iwant to know about. Now, in 
connection with the maintenanee and repair of the rest 
of your system, what is your routine procedure? 

A Well, that eovers a multitude of equipment, engines, 
PUMDSs:+ 0 2% 

Q) Fump .Jine, gathering lines, you have told us, perhaps, 
everything you want to say or tell to us about the 
trunk lines, except, let me ask you,.if you. found 4 piece 
of trunk line falling into disrepair, what do you do? 

A. If we find a trunk line which we do not consider is of 


sufficient pressure to operate safely, it is cut out and 
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Q 


replaced, valves are examined and replaced and repaired. 
Mr. Coultis, do you know whether or not that replace- 
ment of that pipe which you are dissatisfied with, is 
charged to operating expenses? 

is believe it is. I believe it is charged up to repairs. 
Yes, to annual operating expenses, it appears in the 
annual operating costs? 

Yes. 

That is what I understood, all right. Now, go on? 

Now, I think that we have covered probably the trunk 
lines pretty well. 

Now, in the gathering lines, what do you do there, if 
you find anything wrong, do you do the same thing? 

The same thing. 

You take it up and cut it out and pout in a new one? 

Or replace the entire. 

And you are doing that from time to time? 

Continuously. 

And how about your tank farms, your storage tanks? 

The outside of the tanks are kept thoroughly painted with 
aluminum paint. Under the very high sulphur content of 
oils and even the gas we find that it is necessary to 
use the very best grade of aluminum powder, mixed with 
varnish, a special varnish that will hold that in place 
and resist corrosion. The inside of the tanks are 


inspected and eleaned amnually, the bottoms are cleaned 


and the tank is inspected for corrosion. 


Now, when you find that, with even that good care, that 
3 Z A 
permits a piece of tankage to get out of repair toa 


point where you are not satisfied with it, what do you 


ao then? 
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& Well, if we consider that the tank has sufficient life 


Lereoin Carbh of 4 we repair “1%. 


~ AOU repair it? 

A if not, it is serapped, or sold. 
ap And replaced? 

A For some other purpose, 


& And replaced? 


A Yes. 

) Now, in other words, perhaps it is fair to put it to you 
that you are, that you follow the practice of continually 
repairing your system, and your trunk lines, your 
gathering lines, and the other assets which are used in 

connection with those? 

A We do, sir. 

Y, And, in your opinion, Mr. Goultis, does that practice 


have the effect of extending the life of the asset 
almost indefinitely? 

A No, I would not say indefinitely. 

8) Well, what would you say about that? 

A I would say that it hes the effect of keeping the system 


workable and saving it. 


q Indefinitely? 
A No, indefinitely, is just a little too much. 
Q If you go on taking up pieces of pipe andi replacing them 


and you do that as much as you like, the company puts 


no restrictions on you as to how much repairing you can 


do in that fashion? . 


A No. sir, I am expeeted to keep that system working #4 hours 
> : ’ 
a day. 


Q That is right, and you expect it to be as good next year 
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as this year? 


Ney sconnot Say that. May 2. ...2. 


Useful, I mean? 


Usctul. ves. 

Just as yseful this year as next year? 

May I interject this, I cannot truthfully say to you 
that I can take this line and cut pieces out of it ana 
splice in sections, because I cannot do that and feel 
that I have as good a line for this one reason, one 

of tue many reasons, if it is necessary to cut a live 
Oriviineg and take out a sections... | 

What do you mean by a "live oil line"? 

We consider any line where oil or gas, a live line 

if it has heen put into service and still has gas or 

2 ean SMe aie are 

Yes? 

It is impossible, practically impossible, to go into the 
middle of one of these trunk lines and cut out a section 
and know that you are free of gas. I can cut into a gas 
Line with a toreh and re-solder it with gas init. I 
say gas, not under pressure, but the difficulty is to . 
make a satisfactory weld on a pipe that is handling 
hydrogen sulphide gas a@ oil with a hydrogen sulphite 
content, in either gas or oil, and 1 state just there, 
because when you empty a line you have a residue of gas 
remaining that will cause a sulphide seale, whieh is 
very difficult to weld and make a seal and give you 
strength, so I would not be prepared to say on that line 
that I can repair any line and leave it in as good a 


condition as it formerly was. 
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EE 


No? 

That is sane experience, sir. 

You have been, over the past years, you have been 
carrying on this practice of repairing and renewing and 
replacing? 

i have, sir. It is sometimes necessary to flange that 


ony Meaninay. less 


Tis CHAIRMAN: To what extent has this been necessary? 
MWR. FRAWLEY: To what extent has this been neoessary? 
THa CHAIRMAN : IT mean how much of your line is 
spliced? 


i probably put in four to six thousand feet total in the 
No. 1 trunk line. In the field lines I Would not like 
to state the footage, but that. is being done more or less 
continuously on the older linss. 

Lin. FRAWLEY: It is all done for the purpose of 
keeping it in a state of 100% operating efficiency, is 
eenoUs 


AS near as we can keep it up to a high efficiency. 


anoles 1 Say, PGES your responsibility to do that? 


mess 

Do you constantly cut out and replace and renew, as in 
your judgment it is required? 

es. 

And when you replace a pieee of pipe, by the way, ina 
trunk line I presume you also asphalt and. burlap that 
new piece? 

Yes, we do. 

You put it in, in as far as you gan, into its original 


condition, as when it was laid new? 
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Yes. 


And that goes on without any exception over the whole 
length of the trunk lines and the gathering lines? 
Yes. 

and if some equipment above ground 78s getting into 4 
State of disrepair, you, I presume, take that out and 
reodvlace it and renew it? 


We do, or take it to the shop and He Das Ty oo Cee Wiad ing 


om vie JO if at is possibile, 


Tes. 

MAJOR LIPSATT: [Is that. line that, yousput the four 
vO Six thousand feet, is that the old line, Mr: .€ oultis? 
TH CHATRMAN: The No. 1 trunk. 

fess, zhat is the old lines 

MAJOR LIPSETT: And is that the entire replacement 
which has been made, I think it was built in 1925? 


That 18 right. 


Is that the whole replacement? 


Lt think that woild oover practically all of vie wsir. 

That is about 15C yards, or perhaps 500 feet? 

Yes, that does not include probably altering, in the life 
of that line it has been altered some at the Turner Valley 
end. In other words, we had the pumping station here 


and then we changed the main ynumping station here and 


there have . been replacements on account of that. That was 


largely because it Was re-routed, and then when you 
re-route a line at the high pressure end I always find 
that it is safer to replace that with new pipe because 


you are close to the high pressure en@ andit is not @ 


ae Mae Nnash 
ats 


NET a ey 


Rody & ak ; Mil 


es rare iden gs S ig 
ee te sats #09) Roh We 


etd ey 
i) ser 


Brean Abe Whe tae ie 
" gal: a me ft he ie 
Lee) * 


oe ei B Asam, ome 7 of 


ae ay ie > od ae ae '€ Py ee § Bay Wee ewe 


{ey eh ane “bb eo atebtamicea® 
re Me Wee ee Suet ee ae ea San 


Non: 
« ‘4 p dail ar aa ae ie 
tl & £5 ee) eas # jae oat pawns cel xt 
; y bl i ri! i Ay ios b re . es 
eee gs ae | Ai ac a bi a ee 
Te ee 


ee ee ea a « 
ch at ee ES Bh 


its ‘pleaser ra nero” poet ‘eat ante ae 


é 


| 7 sire od att my es apadie at ret 
BAST T Le, ee anit. abelonk feed eneb tent oe ney 
uy, Beier Siete te aoe | ie oe onal $e ao £ | Bs 


i 


Ta BT, oe a ae * amar sell et spt m, “ae 
tose Ree ates on is oe col soi tos a 


2h, Pape Saal strana od ms wv eve ersdt | 
oe siege a _ 
Ste, omepoeg ee “i ao ery s poilor a a _ | 
ay adhe ie onli et aoe et n sane | 
tad gaa, epeninre: 


i 


eC ees ane Best ont te rel ee 


' 
f 
“a y 
at 
; oi) fall 
~ 


Samuel Coultieé. Z 
~970— 


expensive. 

my MR. FRAVLEY: You are using your No. 1 4-inch 
line every day, are you not, Ur Cou sue 

A At the present time, sir, we are batching or not 
batching, the pumping plant product, through it, along 
with some naphtha and it does not require operating 
24 hours a day. 


ee OS GONG yaa 


&£ 


A To take that up at the present time. 
) I did not mean you were using it all day every day, but 


Lb 8S being used right along? 


A EUS, Sirs 

Q This. original line which you built in, 19267 

A Yes. 

& Ba it has tO be a perfectly go00d jobi/45 your satic= 
Tachion? 

A ve are not having any trouble. 

Q You would not be using it if it was not? 

A No. 

Q And that is the one which has been there since 1926? 

A 1925. 

Q And that alsm goes for the Alberta pipeline which you 
took over in 19357? 

A It is operating. 

Q It is doing, the 1925 line is doing for your purposes, 
for the purposes of your company, it is doing as, 
good a jot as it did when it was built? 

A Mess 

Q, And that goes for the rest of the system? 

A Yes. 


Now. Mr. Nolan asked me to, and I wisk you would just. 
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explain to the Commission how you get-a pateh or ent 
through the field storage, through your gathering lines 
and through your storage, into Calgary, and use your map? 
May I use this map? 


Yes, please, 


TH. CHalRMaN: You are now referring to Exhebit: .%. 
MR. NOLAN: MOOA"..T thinkhit 23% 
WITNESS: That is right, sir. May I take a 


Specific well? 

THe CHALRAN : Yess 

Lam not particular in any weJl but. it probably will help. 
Do; 

The most southerly well on the system is National 2, 

the West Side well is located at that point, and that 
well has an allowable set by the Conservation Board of 
146 barrels per day. 

Now, this is the well you are going to follow through? 
Yes. 

The West Side? 

Vos, 

That is what it is called? 

That is the name of it, the West Side Ne. 1 well, 
producing crude oil. 

Yes? 
We have a field gathering line 4 inches in diameter running 
down to this point; in order toreach to the west Side 

we. thovueht it advisable to come to this point with 3 inch 
pipe because We would tie ina lateral from Brown at 
that point and then extend 194° fest of 2 inch to this 


one well. at that well the produeer has his own tank and 


bh 


We. Sod 
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at least 475 barrels of crude in those tanks, and our 
@uagers cover the field £4 hours a day, keeping tmack of 
every well that we are operating our lines to, keeping in 
touch with the flow of oil in the entire field and he 
finds that this man must pump out but that he cannot 

pump out during the daytime because all these wells pump- 
ing through this trunk are working, which would exert too 
high a pressure on the pump at this point to get into 
this line, so to-night he comes in and together with a 
representative of that well or in this particular instance 
that is a British american production, purchased by them, 
so our man 1S required to find their representative so 
that the oil ean be measured in his presence. They run 

@ measuring tape into the tank, a steel tape, and they 
get the exact depth of the top of the oil in the tank. 
They take the temperature of it and the gravity, and 

they agree on those points. hen the valves of that 

tank, which were kept sealed with car seals, so that 

they cannot be tampered with, under our jurisdiction 

they are opened and that pump is put to work and the oil 
is pumped out. The guager returns sometime later and 
together with a representative of the other company, 

the tank is again measured to get the bottom of the tank,. 
the remaining oil im it. Then they compute the difference 
between the top guage and the lower guage and determine 
the true number of barrels, eorreeted for temperature, 

and the proper gravity, which does not alter the measure-~- 
ment but it fixes the price. Then those valves are 
again loeked or sealed. That oil is pumped througs this 
line, erosses over to No..3 gathering station where it 


enters a 10,000 barrel tank. That tank, sir, serves this 
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entire field here and at a pre-determined point on this 
trunk line all wells in that GLStrict; providing thie 
Station has trouble we possibly, we could, if the load 
is not too heavy, divert that oil to No. 2 oil station. 
When the load is heavy, as it was this Summer, it took 

a great deal of switching lines in order to carry that 
large volume because practieally all of the oil was 
coming from the south end of the fleid, and that point 
1s approximately 12 miles distant from our main trunk 
tank farm, at the head of the trunk line: In order to 
teach this field we came down through te this point 
directly from the pumping station, main tank farm, with 
euew 4 inch line, bringing 1t acrose or tris) olnt and 
in to No. 2 station. AS the field was enlarged and the 
load became heavier it was necessary to duplieate that 
with another new 4 inch line right straight from Here: tO 
Mo. 6 station. 

Now, if we may go to the other map 
and keep this point, with the exception of, there are 
two other lines coming direetly from the trunk tank farm 
or mainline station, one terminating at this point and 
the other going through and coming directly to the 
British American absorption vlant; that is an entirely 
separate line that only carries white products or 
absorption gasoline. These systems all feed into the 
trunk tank farm and are continued on this next map, 
@xhibit "S5B". Pieking up these Lines Ati this point, 
that point, that plot there is No. @ Royalite gasoline 
That also delivers plant products through a 


plant. 
continuation of this line directly into the tank farm. 
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> 


~\ 


b> 


A 


MAJOR LIPSET?T: Is that a blue line? 

That is a green line. The other line leading from this 
point is taking crude oil fromthe Sterling Facific 
ae part, of it, part of it is’ coming through tHe Nye 3 
station. One of the wells is producing at this point, 
and that line will carry discolored naphtha or erude oil. 
When you do that, sir, you batch it, you have a certain 
amount of naphtha in the tank throughout the field, 
and the guager plans his work so that you can pump pl 

a certain amount that day and then later use it for 
eruae Ou, 

TH CHALRMAN: Just. to interrupt thers, if Laumay, 

T just want to be clear, there 1s absorption gasoline, 
naphtha? 

Eva. crude O11... 

Those words are the same, I suppose? 

Absorption gasoline is made in the absorption plant from 


natural gas and naphtha is from the gas-cap wells 


producing through the separator at the wells. 


So they are different in character? 


They are, sir. 


And them you have erude oil? 


Yes. 
Now, those are the three types of oils? 


Petroleum products, sir, which are produced) in Turner 


Valley. 


Now, you have described the line that leads to Calgary? 


Yes. 
Do all these petroleum products come through that same 


line? 
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A 
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A 


Pg! 


& 


To Calgary? 

Yes? 

No, sir. Nos. 2 and 3 lines on your map here, Sir, are 
carrying nothing but crude oil. 

No. Me end: No. -S? 

Woes Zandra Bi. 

inee is ofthe trunk ddnes? 

Yes. 


Nos. 2 and 3 of the trunk lines carry nothing but crude? 


Xes7 
The No. 1 line, you will note, has three colors. 
These are the trunk lines you are speaking about? 
Yes,othe No. 1 Line, issindicated)on my map in jithree 
colors, indicating that it Will carry, that it can carry 
erude oil if necessary, absorption gasoline or plant 
products, and naphtha. In the past we were also called 
upon to carry a fourth product, clear naphtha, but that 
product has ceased, largely ceased to exist. 

MAJOR: LIPSETT : white naphtha? 

White naphtha. 

ene pvis the difference: in. that? 

It must have a test, undergo a test by the Sobalt 
Coboume ter, it 2s) 4a testing device to test color of 
petroleum products and that must be better than 

22 eolor or water white, to be called clear naphtha. 
THi: CHAIRMAN: And you say that is largely a thing 
of the past? | 


Yes. that is largely a thing of the past. 


a) 


Take the other three, which are not a thing of the past, 


bee na 
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you say your No. 1 line of the trunk line can carry 
erude, absorption gasoline and naphtha? 
Shey us rieht. 
When does it, and how do you prevent it from being 
imtermingled, or do you? 
In the Summer time or during a heavy load that line also 
operated 24 hours a day, continuous service, along with 
the other tvo. It was necessary to move in the different 
products and the day that we are batching, we have 
sufficient tankage in Turner Valley that we can »uild up 
approximately a week's supply of storage, in our tank 
farm we have pressure storage there that is capabie of 
holding 10 pounds pressure, and that is pumped into these 
tanks and held under pressure, otherwise it would all 
evaporate, and when we have about a week's supply we 
commence pumping that product right in on top of the 
crude. 
Yes? 
Pushing the crude out, and there is an unde termined, 
I would not be prepared to state, because it varies, 
amount of that mixture in that line when it gets to the 
reranery, there 15 2 certain amount of that naphtha 
discolored, that must go to the erude tank because the 
eolor has been ruined, and you have also mixed heavy ends, 
that is, heavy fractions of the crude that is forced 
through.. At the refinery there is a man cheeking trat 
line continuously and testing and when that is 0.K'd 
as white product with no heavy ends in it, that is 
diverted to whatever tank they desire it in, there. 


But you have to first push out all of the crude oil? 
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oF of 2 


And wash the line, allow enough products towash the 
line, which is discolored and mixed with crude and, 
therefore, it is necessary to throw that into crude. 

Is that not a great Woes to the person producing that 
article? 

Hela it, iS; to a cértain extent, 

That naphtha is pushing out crude amd cleaning the line? 
That, there is a loss there, sir. The loss is not 
possibly as great as appears, I am not prepared to state 


what that loss would be, that goes into the crude tank 


and will raise the gravity of the crude of those tanks am , 


of course, a great deal of it is recovered in distillation. 
How is that absorbed, we have been talking about same- 
thing which may be of some interest still, Mr. Frawley, 
While you were out, it is probably of importance, this 
No. 1 trunk line carries crude and absorption gasoline 
and naphtha and the Nos. 2 and 3 lines are limited only 
to crude oil, as I understand Mr. Coultis? 

¥es.. 

Ve are now discussing what prevents the intermingling 
of those and how it is worked out and who gets paid for 
what and who absorbs the loss. 

MR. FRAWLEY: I wold like to clear that up right 
now. Mr. Coultis, how does the producer of naphtha 
get paid for his naphtha and where? 

Just gets paid right in his tank at the well. 

Before it gets into your line at all? 

Yes.. 

So he doesn't lose? 

No, sir. 


If anybody loses it is either the Royalite Company wip 
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sells it to the Imperial Oil or the Imperial Oil that 
takes it and uses it? 

A I think it is the mn that probably Pays TOS Pty say 
least processes it, I am not prepared to answer that 
because that is a refinery problem. My job is to get it 
Lo him. 

Q and you have to do a certain amount of intermingling? 

A It is necessary, yes, at the present time, during the 
Slacker season, where it is preferable to utilize one 
line for that we are doing it and we do not batch unless 
it is absolutely necessary. 

Q THE CHAIRMAN: You have used the word “batch" very 
often, just what does it mean, or what do you mean by it; 
I batch, but that is not it? 

A I am just a little nervous on this stand on that account, 
IT am very liable to use some oil-fiel#@ phraseology and 


Lemay be checked up, sir, and if 2 may... 2.) 


cS 
Pe) 


If we do not understand any term we Will ask you? 


b> 


Batching, sir, in this instance, is holding that oil 
there until you have sufficient that you consider it 
justifiable to pump through that line in one lot, a 
patch means a lot, a certain amount of oil that we 
consider worthwhile putting through there, and we put 
through as much as we ean of the one type of oik- to 
prevent this discoloration or degrading. It is an 
gecumulation of oil of that nature in one spot. 

Q, Your absorption gasoline, haw does it compare with 
naphtha? 


Much lighter. 


Much lighter, anda more valuable product, ar less so? 
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A It depends, sir, on what type of product they are 
making, largely dependent on the vapor pressure, the 
vapor pressure, the high vapor pressure gasoline is 
much harder to handle without great loss than the low 
vapor pressure. <All the absorption plant products, as 
a rule, are high vapor pressure. They have high voltility 
and the price is largely governed to-day on thgt vapor 
pressure because at a high vapor pressure you can make 
more barrels of fuel, and the price goes down as the 


pressure goes up. 


& 


MR. FRAWLEY: Now, I understand the processing of..... 

A Excuse me, Mr. Frawley, until I finish this subject, 
Which rather interests me . 

Q WR. FRAWLEY: Yes. I understand the process of 
pushing out the crude oil and cleaning your pipe, what 
about the intermingling of your absorption gasoline and 
naphtha, are they treated as one in the pushing out 
process? 

A No. 

Q Which do you usé to push with? 
This colored naphtha is the wad. In other words,, it has 
lost its color. We push that in back of the crude oil 
so that pushes the crude and when the plant, product comes 
along all it does is mop up or clean up behind that. 

a And the plant product would be the absorption g>soline? 

A Ves. 

~the- 

Which is/discolored, which is apt to be, the naphtha? 

A Yes, produced at the well in the separator. 

G Yes. The naphtha is frequently discolored and you use it 

first to do the pushing, the wad, you say? 


Yes, providing we have sufficient of the thing to do it. 
fe in oa 
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& That is what I was wondering about, do you possibly have 
enough to push, so as to clear your line? 
A At the present time, sir, there is not enough gas-cap 
naphtha or discolored naphtha from the gas-cap wells 
to do that on every instance. We do it where possible. 
Q so that your finer product is necessarily degraded to 
some extent by the circumstance that you have only the 


one line? 


4 Bees « 
; TH: CHATRMAN : All right, Mr.) Frawley: 
a MR. PRAWLBY: What is the activity, if you have 


not enough of it at the moment, as you say from the gas- 
cap well? 


eS 


A Of naphtha? 


a) Yes? 

A cum. an your absorption. sroduct On) top -cm your crude. 
% And that causes some degrading? 

A Oh, it is bound ta, yes. 

@ TH CHAIRMAN : This would all be done away with, 


of course, by the utilization of another line, I suppose? 


ma Gers 5 
a] I suppose if the results seemed to justify the capital 
expenditure to that extent? 

A Tet as 1%. 

But I take it that, if I understand you aright, it would 
save a loss and would be important, to prevent this 

actu Ss 

Wee, it would-certainly save Sake loss. 


Q That somebody has to pay somewhere along the line? 


Yes. 
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Samuel Coultis. 

Q And you think it is probably the man who is processing 
it and making it into gasoline for sale to the public? 

A TROVE ee Pevecere! de 


@ It would aot by any chance be the public that would absorb 
that loss in the end? 


A I tried to keep to pipeline, I am sorry, that is my end 
SALA dade Us 
THE CHATRE-AN: ALL Tien. 

Q MaJOR GIPSEHTT: Can you give us some idea about how 


much the loss is, any figure? 
A It would be such a general statement, sir, that I would 
prefer not to make it, because I am not in a position to 
Carcurate? figures on "iv. 
ioWas not thinking of figures? 
A Ivdor ney really-think’ Dt 1s sO Very Ssertous. 
) How many hours would it be, you have to get naphtha 

all the way from the Valley to the refinery? 


A Cie Yes, Sir. 


& 


and was that four hours we Were told that took? 

A Well, that four hours was a really general statement 
because I was not pinned down when I was asked that, sir, 
to the volume of these lines we handled at that time, 

it was rather a general statement. I felt safe to say 

I could put 3,000 barrels through these lines in four 
hours but it would take, to try and answer that question, 
it would take possibly sixteen or eighteen hours from 
the time that it left Turner Valley until it arrived in 
Zast Calgary at the refinery. 


Well, but what would there be, what I was trying to get 
af ? 
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at, would there be four hours or sixteen hours! flow of 
this discolored naphtha when you were clearing the pipes? 
Tt would be in the line that long, is that it? 

No, would there be four hours! flow discolored when 
clearing your pipes? 

Not at the present time, no sir, we would probably pump 
Nav in’there in two or three hours, it will vary: 

There Would be something like two or three or four hours 
Yes. 

Flow of naphtha? 


A few years ago, sir, we could probably pump @ wiole day 


Of discolored, but we Have not got 1t. Would +t help you 


any if I would say that, I do not want this figure to 

De accurate, but there would be, it will be necessary 
to displace between twenty-three and twenty-four hundred 
Darrels of fluid in that pipeline. Vin stuer words; the 
Hipeline holds that much O11. 

Yes? 

So it means displacing that much before you begin to get 
nabhtha or your other product at this end. shall © eo ony 
MR, FRAWLEY: Yes; €0 on? 

MAJOR LIPSET?: Is there a serious depreciation then 
in the price between the two, eens much of a loss 

in money? 

In that discoloration? 

Yes? 

Or mixture? 

yes? 

I do not think it would be so serious. You would have it 
in both ends. You start in here, you have the mixture 


ard you have to chase that out then and then you have 
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Q 


another one, that is not quite so serious because you 
can push it with crude. 

THis CHAT RMAN: In this pushing process, is there 
the converse of degrading the absorption gasoline and 
the naphtha by elevating the character of the crude? 

On, ves joLt would. 

So that by and large. the crude man is doing well in 
there being but one line. As Major Lipsett Ssays,his 
measurement is taken in the Valley, which is in the tank? 
Pes "but at our ‘terminalsie. wy 

he wmertherloses nor: gains? 

At our terminal tanks in Valgary that 911 is withdrawn 
and the gravity is also accurately checked there, sir, 
because there is no. ‘really no’ dafrerenes in putting that 
light product into that oil, as far as changing that 
gravity in the oil, because you are pumping oil from 
many wells in Turner Valley, of different egeravities, and 
any Oil leaving the terminal tank leaves at a definite 
gravity, so any admixture of lighter products in there 
would only have a tendency to change that gravity very 
little. It would not matter how much it would change it, 
the oil would still be withdrawn for shipment, refining 


or any purpose, and measured at a definite temperature 
and definite gravity taken. 


y 


Po you think that would be taken into account, it is all 


right to say nobody loses, but you buy, we will say, 
absorption gasoline from somebody at a certain price, 
and you know before it reaches Calgary, by reason of 
there being but the one line, it is going to be degrade@, 


surely that is taken into account in the price you pay, 
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A 


because there is going to be a proportionate change in 
it from what it was when you took it. I suppose you do 
n& concern yourself with the prices and how they are 
arrived at? 
Pos our, lL ao not. 
Of the different products? 
No, sir, I just move them. 
But there must be a loss somewhere. If you take the 
naphtha or gasoline and you degrade it and ther you have 
to re-elevate it, somebody must absorb that charge. 
However, “you do not concern: Yyouselr with that: 
Doe SILL 
MR. FRAWLEY: Very @0co¢, Jy Coultas, 
Tis 18 4 continuation also of the Tield’and these lines 
are serving the plant, a few of the edge crude wells, 
that is the eastern edge, and passes largely through the 
o1d naphtha-producing well territory , and then they 
parallel pretty well at this point into the tank farm 
One bie 'OOo" . Continuing all of the south gathering 
line trunk, it reaches the main tank farm at this point 
and the pumping station is located there. 

Going to the north end of the field 
we go out an additional G&miles. This map, il am sorry, 


does not show you the new Home-Millarvilke well. That is 


there now. There is the location, the second location is 


about here, and we have recently...... 

How is it panning out, we hear about it from day to day? 
They are drilling. 

They are drilling again? 
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ALI right. ? 

From that well to the tank farm is approximately 8 mies. 

making the territory a little more than 20 miles long 

that we cover. 

20 miles long? 

In Turner Valley, yes, and that is spider webbed with 
lateral small gathering lines 2 inches, to each individual 

well, 2 and 3 inches. 

Which you are not counting in this length? 

Non 1 am speaking..... 

You have.cOQ miles of line outside of the lateral lines 

Which are feeders to it? 

Yes, 1 am speaking of pretty well a straieht line from 

one end of the field to the other. At the present time 

we Rave found it necessary to replace this line, which 

Pow Aneluded in: the fieures ao have sivem you, but 

Which will be ecampleted possibly by the end of this year. 

We have Tound 10 necessary to veplece this present: line. 

THs CHAIRMAN : At the present rate you will propably 

have a lot of line in by the time we. are finished? 

T hope to have it in this year. sir, because there is 

going to be a pretty heavy frost in January. 

MR. FRAWLSY : You think there is going to be a frost? 

Quite a bit, Mr. Frawley. I think I have covered the 

gathering pretty well there. You understand, sir, 

that every line in the field is patrolled by line- 

walkers and the trunk linc? 

TH. CHATRMAN: Are those three lines in use all the 

time? | 

These three lines? 


Yes? 
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A at the presnnt time these are in use and the other one 
is handling the absorption plant products and some 


naphtha but not in 24 hour service at the present time. 


9) Yes? 

A Every line in the field is patrolled by line-walkers. 

Q Have you enough absorption gasoline or naphtha or both 
ta oCeupy the full time of one line? 

A No. 

Q The available time of one line? 

A No, not at the present time. 

idl Not at the present time? 

A No. 

a} That is why you use it also for crude? 

A Yes. 

Q Now, it must, when you need it? 

A Yos. | 

Q It was necessary during the heavy load to use all lines 
24 hours a day. 

Q MAJOR LIPSHT?: Is the No. 1 line needed for crude 
now at all, in carrying the small load? 

A Not at the present time. 
MR. PRAWLEY: Are you finished now? 

oy THis CHAIRMAN : The difficultys, 1 wah vues sao 


matter of market requirements, is it? 


A Phat. 0. 


sonetimes you are very busy and sometimes 


& As you spoke, 
you are not? 
A Yes. 


Q Tt is a matter of the dema md ? 


The demand governs the load. 
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Not the quantity of oil to go through the line? 

A No. 
THE CHAIRMAN: Yess Mrs Frawley. 

Q MR. FRAWLEY: Have you finished now describing the 
Gperation of the line? 

A if i have made it clear, sir. 
Now, this question of the absorption gasoline and the 
naphtha, at any time whose absorption gasoline have you 
got in the line, wha does it belong to when you are 
talking about this absorption gasoline going through. 
It is coming from where and it is going Where and it 
belongs to whom? 

A It comes from the Royalite plant and the British American 

plant and belongs to both, as I understand it. 


Q Ang you Will have..... 


THE CHARMAN: The absorption? 

Bs MR. FRAWLEY: This is the absorption plant product? 

A Right. 

Q Your natural gasoline, as it is sometimes called? 

A Yes. 
THE CHalRMan : Now, I seem to remember something 
being said in the newspaper reports at least of the 
proceedings in the Legislature, something about Maylandts 
absorption gasoline? 
WR. FRAWLEY: His refinery is down there, and it 
stays there. 

Q MR. FRAWLEY: You do not, you transport absorption 
gasoline for the Imperial Oil? 

A Yes. 

q And for the British American? 


A Yes. 
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@ And as you understand it, it belongs to the Imperial Oil 
or the British American, as the case may be, when itis 
going through your line? 
THE CHAIRMAN: what about naphtha? 

Q MR. FRAWLEY: And naphtha, the separator product, 
you have moved some of that in to the refiners in Calgary? 

A Yes, we have in the past moved a great deal of it. At 


the present time very little. 


mi THe CHAIRMEN: That is fran the gas-cap, is it? 
A The product fron the gas-cap wells, yes. 
a WR. FRAWLEY: Now, that might be explained, I think, 


why in the past you used to move a lot of separator 
products, that is naphtha? 

A Yes. 

e& And now you are transporting largely absorption gasoline. 
Now, let me ask you first, do you know just roughly what 
that is called when it gets, into the refinery? 

TH CHATRMAN : That naphtha? 
WR. FRAWLEY: You call it a separator product. 
The naphtha is a separator product, 


BS. bo nove? 


TH: CHAIRMAN: I do not want to get confused in 
terms. 
A May I say, sir, that is a little misleading there because 


your crude oil also passes through the separator. 


MS MR. FRAWLEY: Oh, yes? 
A Discolored naphtha would really be better. 
Q As a matter of fact, in the price list it is called 


torude naphtha", is that a good name for it? 


A That is all right. 
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SbG iG 18 a separator product? 
Yes. 
and that is called "casing head" Dy ther ret ner seis: 11 
not? 
What? 
The crude naphtha, he uses that as "casing head", doesn't 
he? 
t would not like to say "yes" to that, sir. Casing head 
has been applied and largely applied to the »roducts 
produced in gasoline plants. There are very few fields 
in the world producing very much naphtha. 
Yes? 
And you can calll it "casing head" because gas from an 
Oil well is called "casing head gas". 
The absorption plant product is certainly called "casing 
head"? 
At times, yes. 
And when he moves crude naphtha in then, the separator 
product, what does he use that for? 
I do not know. 
TH CHATRIMAN: There is no use calling the one thing 


a lot of names. Let us take one or the other. You have 


absorption gasoline? 


Yes. 

THE CHATRiIAN : You have used that term? 

yes. 

Now. are there any other terms that mean the same thing’ 
if Nig eS 4 


Plans oroduct. 


Absorption gasoline 1s sometimes called "plant product"? 
44k i 


Yes. 
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THe CHAIRMAN: I hear those terms and I would like 
to: know. 
MR. FRAWLEY: Others people, you will @ind; call it 


“natural gasoline". 

WITNESS: I think if we confine ourselves to 
absorption gasoline, you can throw the rest of them 
Overboard. 

TH CHAT RMAN: All right, then we have "absorption 
gasoline", that is obtained hy the absorption process 
from natural gas? 

Tes, 

Then you have, secondly you have "naphtha", and you 
have spoken of "discolored naphtha", and you mentioned it 
as a separator product, and so on. Now, all right. 

What names will likely be applied by witnesses to naphtha 
as distinguished from absorption gasoline? 

I think you ean use the term "straight naphtha", because 
at one time we had “discolored naphtha" and "white 
naphtha", but it is largely "discolored naphtha" or just 
“naphtha” to-day. 

I see. The reagzon for distinguishing it at one time 
was that at one time you had "white"? 

Yes. 

That is a thing of the past? 

LeSe 

And then, of course, there is the crude, PS 2b divided 
into divisions? 

Crude oil? 

Yes? 


No, sir. 
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So that we have the three kinds of petroleum products 

in which we are concerned, that you Say may be described 
as, first, "absorption ge soline", second, ynapntha, 

and third "crude"? 

Less 

And are they in the most nearly perfect form in that 
order, first the absorption gasoline, the purer article, 
18 it more nearly approximate to what goes into peoplets 
motor cars, than the naphtha? 

Well, they both have their faults, sir. Neither one of 
them are purified. They contain a large amount of sulphur. 
Which is the more valuable, for which is the higher 


price paid in the field, at the producer's tank, if you 


know? 


I would have to look that up, it is very close. 


tem! 


OR. fs LEY: Crude naphtha commands now under the 
Imperial's present vosting $2.14, 65 gravity and above. 
Of course, you said absorption gasoline, that, of 
course, is only found at the three plants, or four, the 
two Royalite and the one Mayland and the one British 
American, that is not a producer's vroduce wine, .poducer’s 
products are crude oil and crude naphtha, and naphtha 
and crude naphtha meansS....--. 

THE CHAIRiAN: The B. A. buys all their absorption 


gasoline, do they? 


WR. FRawWLasy : They make absorption gasoline down 
there. 
THE CHAIRMAN: From their own wells? 


MR. FRAWLEY: Oh, they process other people's gas 
AVLZL e Poe ar Lh @ 


and from their own wells and the wells they have under 


contract. 


iy! 


a ald. % beh He oda 


ea wae tod. vale sie 

1 ee horTeg, ote | 

ey Mt de ay oxo ya i | 
pt at: at id, hte ome 


oh! nec s eng 
2% ia : sapaota | ee rhorsogal a 
ese pe wey 15800090 se 
aie aa: leu, dawned yiue’ ab, pat noe 
sliqaal cme ety hea oo i hegee aie ‘va 
fsb eep ey eee a! eh tan st Pe a 
a ie = Lig, sR one sreunemt « : 
A ape meatdane, ebun a Rae 
ae ‘abe BIAS mt 
Rend eb oatlonge, 
jeter fil... 
* ind i: nemilbe poqsne ie 
Let ae 
as a 


oii 
a 


Samuel Coultis. 


A 


& 


-998— 


THs CHATRIMAN: There may be nothing in it at all. 

It is merely an admixture here, which means loss to 
Someone, it may be the public or it may be the producer, 
and it may not be of any importance at all. 

MWR. FRAWLEY: % can best be dealt with, of course, 
by the refiners when they come to give their evidence, 
mpe yi Wail) Teil about thats 

THE CHALRiAN: uxcept probably no one better than 
Mr. Coultis can tell us how it is mixed. 

MR. FRAWLEY: No, he is certainly the one for that, 
and I am just anxious to know who it belongs toreally 
as it goes through the line, to find out where the loss 
would be, if there is any loss, in connection with this 
admixture in your pipelines, who are the people who 


nave to bear it? 


THE CHAT RMAN: He doesn't know. 

WITNESS: T would assume that the man who 
bought it. 

MR FRAWLIY : It is.6lther the Royaliie O71) Company 


that sellis‘it to the Imperial or the Imperial that puys 
it in that case, or it is the British American in the 
other case? 

Some of those three. 

THE CHAIRMAN: Which, I suppose in the ordinary 
course is passed on to the ultimate purchaser? 

MR. FRAWLEY: Yes, it certainly appears if there 

is a loss, I think undoubtedly you will find it appearing 


in the refining cost some place, and the refining costs 


are passed on. 


TH: CHAIRMAN: Yes. 
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MR. NOLAN: Excuse me, I do not think, Mr. 
Chairman, - there is one expression you have in your 
notes, that is this, “casing head gasoline". 

THs. CHATRMsN: I understood Mr. Coultis to suggest 
that we should not use that term. 

Mite NOLaN: But it has been used and will probably 
be used again and perhaps Mr. Coultis can assist you in 
deli niip 10% 

TH CHATRMAN : Yes, how is that term used? 

Casing head gas? 

Yes? 

The casing head gas is the gas which issues from the oil 
well or could be applied also to the gas issuing from a 
naphtha well. It. is an cld term and it refers to the 
gas ot the top of the well, which is defined as the 
"casing head". From that the term "casing head gasoline" 
was derived many years ago and at that date would not 
necessarily aznply to the absorption plants because they 
did not exist. They recovered it in compression plants. 
The =bsorption plant is a later type. 


Yes. it was then recovered in, how did you say? 


3 


Compression plants. #rom high compression and condensa- 
tion. 

ell, that too is a thing of the past, is it? 

Well, they are not so efficient as the absorption plants 
and they are gradually passing out of the picture. 

In thisfielddo you run into it still? 

Tytou thet iverm? 

Yes? 


Ocecasionally,. yese. 
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@ I mean is your gasoline recovered by compression and 
condensation any longer? 
A There are no compression plants in Turner Valley operated 


for the purpose of making gasoline. 


Q SO we probably will not be bothereé much with that? 
A No. 
% MR. FRaWLEY: Mr. Coultis, I think it is important 


to straighten these things out because while ii. Coultis 
is here, they are going to keep coming up, we are going 

to hear the simgle word "casing head" used very frequently. 
You know how that is used in Turner Valley, "casing head", 
now what does that mean? 

A It means the head which is placed on the top of the well- 
easing to close the top of the well in. 

) Then it must be translated from that, just to tell you 
What I mean, you are aware that there was soe discussion 
in Edmonton before the last Conservation Bill was passed, 
and one of the chief complaints was that the Mayland 
interests were going to be prevented from getting their 
*oasing head" because the natural gas wells were proposed 
To be Ssmit-in. Now, what did they mean by that? 

A I presume they memt "casing head gasoline" or gasoline 
from that well dcolivered at a point at the casing head. 
TH: CHAIRI.AN: If you want to know what they meant 
you might ask :lr. ifa yland. 

WR. FRAWLEY: 1 thought it might be arb Tight witle 


he is here. He is using these terms every day. 


fe WEN ooo : tT am attempting to answer it. 
@ WR. FRAWLEY: T thought it would be a simple thing. 
A If you are going to pin me down to "casing head gasoline", 


that is literally what it means. 
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It may have been that Mr. Mayland was just talking abcwt 
his absorption plant gasoline. 

THS CHATRiAN: Wet way bot: 

ihe FRAWLEY: J think undoubtedly he was. It is 
not fair to ask you how he used the expression. 

I was not at that meeting an@ I cannot attempt to define 
hie 

THE CHATRMAN : All right, anything else from “Mr. 
gou kta s? 

MR. FRAWLEY: Mr. Coultis, I asked you something 
abcut the making of repairs and renewals to your Lanes 
which you told me were charged in the annual operating 
costs? 

Rope oes 1) CO NODs ss. <6 

THe CHALRiAN : That was his understanding, he 
didn't say definitely they were. 

That is an accounting matter, and I do not want to get 
into that. 

WR, PRAWLEY : i was going to follow up something 
Which Mr. Nolan requested. 

MR. NOLAN: Never mind it, but I think you 
should qualify him. 

Rie PAs gst Ye yes, I will qualify you, what is your 
life in the petroleum industry? 

I entered it in the first nlace as a chemist and then 

I came into Turner Valley in 1917, in February, andl 
built a small refinery and I had charge of the building 
of all of these plants for the Royalite with the 
excention of the one puitding this year. I had charge 


of production and plant and later was made field 
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Superintendent, and I have been continuously employed 
im that Lield since 1917, 

Now, Mr. Coultis, you say you entered it as a chemist, 
you were a chemist? 

es. 

A gratluate chemist? 

Neri 

From whet university did you graduate? 

The University of Michigam, and I am also a member of 
the =ngineering Institute of Canada and the Professional 
Bagineers of Alberta. 

THis) CHATRE AN: Your evidence has been very clear 
ena very helpful, tr. Coultis. 

WITNESS: Thank you. 
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Tas CHALRMAN * How many other witnesses 
do you Propose to call? 

eee Vs i think we can finish by 
calling Mr. Kemp and then Lr. att will go on in the 


seme Matter, and I think that is all. 


THS CHAIRM! ws And they speak as to what? 
MR. BRA: LEY: They speak as to the movement 


of crude oil through pipelines, and the supplying of 
cmde products to small refineries. 


yon 


ESA twas trying to estimate the 


t 
Hy 
ty 
Ca 
aa 
at 
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Ma. FRAWLey: Wwe might be On “fér a “short 


time this afternoon, we might not finish. 


PeonA Laie NS Could you finish Oy one to telock? 
ae PRA wily: I think we might;yes, I think 


we might finish by one o'clock. 

Oe Gris lide’ $ Then I think we will give the 
reporter gq recess ane woe Will go on-undtil ones. 7 
imagine that would suit you all better? 

MR. NOLAN: Very much better. 

(An adjournment of five minutes wes here taken). 


VILLIAM heMP, having been 


first duly sworn, exemined by Mr. Frawley, seid;- 


“ eee Ges at tre NAS 4 (L: 
Mr. Kemp, you are the Secretury-Treasurer of Gas & 


Oil Products Limited? 


Yes. 


and what is the business of that Company’ 


° * a3 ray). ay yea S 
Gas & Oil Products is a company which operates an 


absorption plant in Turner Valley, and also purchases 


eeuee Gil. and opers tes a topping plant in the Valley, 
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from which the various different products are made, 
SVs 45 ie 

“hat is a topping plant? 

A topping plant is 4 plant that tops crude or extracts 
gasoline from crude oil. 

axtracts gasoline and distillate? 

Yese 

#rop, erude oil? 

rom erude oil. 


That is a refining process? 


lam afraid I am not technically equipped to differentiate 


between refining and topping. There are two distinct 
Units there. 

I. just want youto distinguish between that and an 
absorption plant; such as I understand are there, are 
they different operations? 

The refining and the topping of the absorption flant, 
of which cas & Oil Products has a topping plant and an 
absorption plant, those products, at least through 

a marketing organization, Gas & Oil Products sell the 
products which are made at the plant in Turner Valley. 
TH: CHAIRMN: You just used the term "distil= 
late", what do you mean by that? 
ME. FRALEY: Vhat is, Pirvst of a2 you 
do make a distillate in your topppng plant? 

YSs. 

As well as a gasOline?’ 


Yes, that is derived from crude. 


Can you give the Commission not too full a definition 


; : : ‘ : Pa Toa . if 
of "distillate", as distinguished from "gasoline"? 


Iam afreid I cannot. 
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But it is a petroleum product? 

It is & petroleum product. 

Which is a motor fuel? 

Motor fuel. 

A motor fuel? 

I do not think, well yes, certainly, 

It is a motor fuel? 

Mot a motor fuel, it is motive fuel. ‘hen you rverer 
to motor, I presume you refer to motor cars? But a 
distillate cannot be used as a fuel for motor cars. 
Not for an automobile, but it esn be used in a 
farmer's tractor? 

ics. 

fod 1S Commonly used? 

Yes. 

Then there is the generel classification called "motor 


fuels"? 


Yeo ,-cortai nly, and 1 presume the distiliate is one of 


them. 

Pe one PRN? Now, we have had our absorption 
gasoline, our naphtha and our erude, and how you use 

the word "distillate". Until you get some witness to 


say, what do you mean by it, as this witness does not 


choose to define it. 


WR. FRALEY: I mean a product of the same 


nature as gasoline, only not quite so refined. 


THe CHAIRM: N: Ordinarily called "thet erits 


Mm FR ‘wWLEY: Yes, Figs is called "fuel o1 i 


by the taxing authorities in Alberta, it is called 


a fuel oil. 


MAJOR LIPSETT: That is not in the sense that 
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we use oil ina motor car? 


MR. FRAWLEY: Noe 

TH: CHAIRMAN: it is not a lubricating oil 
either? 

Mie RAT at Ys No. 

MAJO2 LIPSET?: "Tractor gasoline", is that 


what you call it? 
VWITNSSS: ~€@ sell tractor gasoline and 


tractor distillate, so I presume there is qa difference 


there. 
MR. FRAVLSY: There is bound to be. 
das Ch. TRMAN: I was wondering when we come 


ack, if not before we come back, if you cannot 
egree ona glossary of the whole thing, so that we 
may Know,- thus far it is not very confusing, but 


I can see in the larger inquiry it may be. 


it. PRAVILEY: There is no doubt about that. 
THe CHAIRMAN: You tske the word presently 


used, and then give under each all the words that are 


thought to be synonymous with it, it would be a great 


help to us. 
MR. PRA LEY: Then we would just have to 


check the fellow thet used some other word and say 
"no, we use some other word here". 


THE CHAIM'’N: Yes. 


Now, Mv. Kemp, you needed further erude oil in the 


operation of your Company's business in the Turner 


Valley? 


Yese 


And up until, say before the month of sugust last, 


whers were you getting your erude oil’? 
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It has >@en the policy of Gas & Oil, as an independent 
Company, to secure its crude oil from other independent 
companies, thet is companies not associated with or not 
under contract with the Imperial Oil, or the British 
American, and we were securing our crude oil from 

hiose sources. 

From those sources’ 

Through that source. 

And making your contacts immediately with the producer 
at the well head, and taking your crude oil from the 
well head to your plant in Turner Valley? 

That is it. 

THe CHATRIEAN: BY pipe line? 

In some cases by pipeline. 

MR. FRALEY: No, how did you take it? 


By pie line and by truck. 


(Go to Page 1002). 
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Q “fell did you need to go to the Royelite Oil Company to 
have that service performed for you? 

A Prfor, in the Valley we had neve: purchesed any crude 
from the Royalite Oil Company. 

Q Then did you use their pipeline and pay them pipeline 
rates to get this crude to your plant? 

A No sir. 

Q Then when you ssid you moved some of it by pipeline, 
just what did you mean? 


is A pipeline thet wes furnished by Gas & Oil Products. 


Q Dee CaATRilAN: Their own’ 

4s Our own pipeline. 

Q Pere eee Vs Your own pipeline? 

f Yos. 

Q Mie tGhensome of it by truck, did you say? 

£ peme of it by truck. 

a) Now did there come a time last August when you had some 
d?fficulty in obteining a sufficient supply of crude? 

A Prior to August, for two or three, for two months o£ 
would sov, we had consider: ble difficulty in securing 
crude from that source, from the independent producers. 

GQ The producer at the well’? 

if Yes. 

a Why? 

4 I would say because our requirenents were getting rather 
large, and due to the fect that we had made commitments 
with different refineries in oaskatechewan, whereby we 
were supplying them with erude oil. 

Q You were aéting, as you might cell, "a broker'? 

f Yes. 

Q dr purchasing agent? 


& Yes. 
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And you needed more erude than you were getting conven- 
lently by making these individual arrangements with 

the individusl producers? 

“ith the individual companies. 

And so what did you do? 

Being the secretary of the Company I had, was endesvouring, 
of course, to s@ure crude from these different sources 
and I received permission from Mir. Mayland to write 

both the Imperial and the British American Oil Company. 
And who is Mr. ayland? 

up. Mayland is the President of Gas & O11 Products: 

To write to the Imperial and the British American? 

and to the British Ane riean, the British Am rican Oil 
Company, in an effort to secure crude for the purposes 

of our plant. 

&£nd did you do thet? 

NS ta a ie 

And I show you e copy of a letter addressed to the British 
American Company, is that the letter which you first 


addressed to the British Ane rican? 


That is. 
fees PR Ly : Have you seen this copy, Mr. 
Harvie? 


= ote 1 A ¢ 1 >) 
Mi. SARVIE:: No, what date is 10% 


MR. FRAWLEY: The 9th of August. I offer 


this as an exhibit. 
LET. ax PRODUCED DATED AUGUST 9th, 
1938, FROM GiS & OIL PRODUCTS 
TO BRITISH AmerICiN O1L COMPANY, 
HéR? MARKED AS! 2B? "36". 


Phat letter reads "Oil & Gas Products Limited, 300 Lan- 


easter Building, Calgary, Alberts, August 9th, 1938. 


G. E. Uatt, sq British American Oil Company Limited, 
e Lue 9 in V2 tf | 
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6th Avenue ‘est, Calgary, Alberta", who is Mr. G. E. 
YWatt? | 

AS I widerstand the Production Manager of the British 
Americen Oil Company Limited. 

"Dear Sir: For our plant in TurnerValley we will 
requirs approximately 1000 barrels of erude oil per 
dey during the next 30 days. It would be very much 
appreciated if you will let us know whether or not your 
Company can supply us with this erude, and at whet 
price. “We would also like to know if this crude is 
available at what point it couldbe obtained . Your 
early advice in this regard would be appreciated. 
Yours truly, Gas & Oil Products Limited, '. kemp, 

pe cretary-Treasurer." Did you write at the same 
time to the Imperial Oil Compa ny? 

ieee d 

Ana have you a copy of the letter you wrote to them? 
I have not a copy of thet, Mr. Frawley. It was 
exactly the same letter with the exception of, that 
it was addressed to the Imperial instead of the B.A. 
You juste... 

Viorded exactly the same. 

You looked, did you, on your file, but you could not find 
& Gopy of it? 

No, I didn't have e copy of thet. 

And what reply did you receive, first of all from the 
British americsxa Company’ 


The first reply I received was from the Imperisl Oil. 


And from whom? | 
That I eannot recsll, it was from someone in their office 
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THE CHAIRMAN: Have you @ lotter? 
MR. FRAWLEY: I heave not asked Mr. Nolan 


for that. ie can xet the original. 


Toe CHOLAMAN Mr. Kemp would have the original, 


it was addressed to his Company. 

MR. FRIWLEY: This is the letter which Mr. 
Kemp wrote to the Imperial Oil. 

Pee Coe LRN Ss He wrote to the Imperial and 


to the British American, Hxhibit "36"? 


howe FRAWLEY: Yes. 
THE CHAIRMAN: Uhat were their replies? 
De. PRAVLEY: It was a 'phone call from 


the Imperial Cil* 

mieve no Letter from the Imperial, your Lordsiin. 
And what did the Imperial Oil say’ 

mine “phone ‘cali, as Il recollseet it; that i received, 
asked us for particulars as to our reguirements, and 
in what quantities we would take delivery of this 
erude, providing they supplied us with it. I gave 
the information that we could take it in batches, 

as Mr. Coultis referred to this morning, of 5000 
barrels, because we have storage facilities in the 
field to take care of it. That was the finish of any, 
whet would you call it..... 

Vealings? 

Dealings which we. hed with thevimpeniei. ¢Oads 


They merely asked you for more knformation and you gave 
it to them, and..am right in saying you heard nothing 
further from them” 

Noe 


4? CHIIRMEL: Did you call them again? 
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No sir, owing to the fect that in the meantime I had 

had a call from ir. “att who stated that he could take 
@are, at least thet the British Bmerican Oil Company 
could supply us with erude. 

Peet ott hs Vt Now then, just in arver of 
Sequence, what were your further communications, Letters 
or dealings, with r. watt, the first you say was, 

your next was a 'phone call which you have just des- 
cribed? 

Yes. 

£nd then what‘ 

AS I recollect it, I estled on Mr. “att and we discussed 
various phases of this daqal. Mr. catt intimeted to 

me that he would be prepared to supply us with the crude 
from the Vule sn-Brown well which was the well closest 

to the Gas « Oil Products absorption plant. 

Yes, you had some discussions with lir.'iatt? 

Yes. 

and as the next thing then,your letter, ths letter 
which you wrote to him on the 17th‘ 

teepelacve 1b 1S. 

and is that the next Letter you wrote to him, on the 
L7th? 


Thit is a copy of it. 
LETTER FROM G:S & OIL i: ROLUCTS 
CALGARY, ALBERT TOUTS orton 
BMGRICSN OTL COMPANY, DATSD AUGUST 
1’th, 1938, Hoke WARKGD AS wXHIBIT 
47 


Now this is the second letter to ir.tiatte 


"Calgnry, Alberts. August 17th, 1958, G. &. ‘att, usq., 
British American Oil Company Limited, 6th svenue ‘est, 


Calgary, Alberta. wear Sir: heferring to our previous 
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conver&Xations with regard to erude oil requirements 
fo’ our plant in Turner Valley. This Company will be 
willing to take approximately 1000 barrels of crude 
per day during the next 30 days on the following 
basis, namely, at field price for grevity determined 
less 2% pipeline loss, and with a handling charge of 
e¢g per barrel, deliveries to be invoiced to us on the 
16th and the end of the month. ‘Ve understand that 
thisecrude would be available for us at the Vulcan- 
Brown well in Legal Subdivision 10 of Section 5, 
township 19, Range 2, ‘Jest of the Sth Leridian. 
‘fe would be pleased to hear from you in tnis connection 
at your earliest convenience. Yours very truly, 
Gas & Oil Products Limited, ‘%. Kemp, Secretary-Treasurer." 
You had, I take it, then discussed with Mr. ‘att 
previously, the proposition that you would take 
your requirements from the Vulcan-Brown well? 


Yes. 


That is 2 well over which he hed control of production? 

So I understand. 

In the order of sequence, let me call your attention 

to this, which purports to be a copy of an advertisement 
which you ran in the Calgary derald, is that a 

true copy of the advertisement which you ren? 

There vas an advoytisement pleced by Gas @ Vil Products 

te the Hereld, and I believe that is & COpy Gr it. 

You have seen this, liz. Harvie? 

LR HARVIE: Yes 


COPY OF .DVIRTISEMENT PRODUCH 
Hana MARKED iS EXHIBIT "38". 


4 


af 


= ~ Sack ae 
= : : : 
eA oe 
3a ‘ . 
be? Shi. : 
AG 
3 y t: ; 
oe 
3 dong sf 
cE 
a ys 5 
4 pa 
= x 
2 ony ‘ 
AS ) 
i Saar wv > 
= tad i _ 
= Lng p 
‘ 5 
iz my Go “ 
ote re 
oe A A 
: ( a “3 
ee cy “ 


re 


1 
me 
yaa) ae 
pet 


a t- 
nike = 
e ‘ 

. 


olay 


< ae = 
Pot 
~ 2 
. - a 
; ae : ~ 
Se we ~ 
u : 2 ; , 
aoe - a “ 
Be = “ee 
ye, a. a> ” 
- b39 a4 
» =e ’ ‘ s 
set 
. oe -y “act 
‘ be, ae - 
‘ ~- i 
2-4 
es =) 


William Kemp 
=LOOS= 


Q. A&A copy of the advertisement appearing in the Calgary 
He ald, August 1lOth, 1938, two columns, four inches. 
"“anted 50,000 barrels Turner Valley ‘crude oib for 

our Hartell plent. ‘Writte or 'phone us at one. 

Gas & Oil Products Limited, 300 Lancaster Builidng, 
Calgsry, Alberte," then you wrote this further letter 
to Mr. ‘'att, and did you get a reply from Mr. ‘att? 
“e Gid, Mr. Frawley, the letter of August 17th. 

Q Is that the reply? 

A That is apparently a copy of the letter we received. 
MR. FRAWLSY: I will offer this as an exhibit. 

COPY LETTER BRITISH AMERICAN OIL, 
COMPANY TC GS @ OLL PROUUGTE. 
DATED SAUGUST 17th, 1998, Hane 
MARKED AS 2xHiBiT "S39". 

Q "209 6th Avenue, ‘fest. August 17th, 1948, Gas & Oil 
Products Limited, 300 Lancaster Building, Calgary, 
Alberts. Gentlemen: Attention Mr. W. Kemp. Referring 
fo your Letter of August Lv’th. I ealled Mrs Fe ss 
Gaby', did you know whom ly. F. A. Gaby is, lir. 

Kemp? 

A do not Know nis, he is I believe; president of the 

British American Oil Company. 


Q ne is the vice-president of the British American Oil 


Company in charge of production, do you know? 


A I believe that is correct. 
Q "T called Mr. F. 4. Gaby on long distance and he 


authorized me to advise you that we sre prepared to 
furnish crude to you from the Vulean7Brown well only, 
in Legal Subdivision 10 of Section 5, Tovnship 19, 
Range 2, West of the 5th, as per the arrangement stated 
in your letter of August 17th, with the proviso that 
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if something unforeseen arises, whereby we have only 
sufficient crude for our own purposes, we will 

have the privilege of cancelling this arrangement on 
three days' notice. This, of course, is not anticipated. 
You will, of course, understand that there is always 4 
possibility at the Vulean-Brown well of mechanicsl 
tie-ups, and at the present I understand that they are 
pulling their tubing and acidizing almost immediaely 
in order to get this work done before your pipeline is 
on operation, so thet you will not be tied uss »Y¥ou 
understand that we have no controlover the actual 
operation of the well. Our Supe rintendent is making 
arrangements with your li. Boyd in regard to working 
out satisfactory arrangements for gauging tanks, etc. 
“e are very pleased to be able to accommodates you in 
this matter, but we want to point out that the 
handling charge of 2¢ per barrel is being set for this 
particular Situetion, and arrangement, and is not to 
be looked upon as a set handling charge for any other 
Similar operation in the Turner Valley field, and 
should any other arrongement have to be made, it will 
have to be judged on its own merits, and the handling 
charge which hes been agreed to in this case cannot 
Yours very truly, 


be looked upon as a precedente. 
Production ifnager." That was the handling charge 
of 2¢ which was referred to in your letter of the @7tA 
of sugust? 


Yas. thet was the finel arrangement which was made. 
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Q Now whee is the Vulesn-Brown well with relation to 
the Gas & Oil. Products plant? 

4 I would say approximetely a half a mile ‘est. 

Q And how was it proposed to get the oil from the Vulean- 
Brovn well to your plant? 


A By pipeline. 


Q And a pipeline constructed «t whose expense? 
4 At the expense of Gas & Oil Products. 
( -nd operated, that particular piece of pipeline 


operated when installed, to operate #2 your expense?’ 

A Yes. 

a) And before it was egreed upon as evidenee by this letter 
of the 17th of August, in fact your two letter of the 
i7th of August, your letter to Mr. ‘att and ir. att's 
LOGter back to you, of the 1L’th of August, before that 
was arrived at did you heve some discussion with lr. 
YVatt es to the fee which your Company would be charged? 

: fs I recollect it the first arrengement Was es suggested 
by Mr. ‘att, was that a handling cherge of two and a half 
cents a barrel viould be made by the British American O11 


Company. 


Q Yes. ‘ell now, did the British American Oil have any 


handling of the oil? 


A Tiot so far ag Ll am aware. 
a The Vulean, you rel your pipeline into the Vulcan-Brown 


well and took the erude from there over to your plant? 


4 The pipeline was hooked up to the production tank at the 


Vuleean-Brovin well. 


And went directly to your plant’ 


&) 


Directly to the plant. 
‘hy, did iz. “att indicate why he wanted to charge you 


oe ee 


anything, in the nature of a handling charge’? 
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Mr. ‘att mentioned thet they had cert: in duties to 
perforn in connection with it, I cannot enumerate 
them all, but as I recollect, gauging and invoicing. 
Invoicing? 

THES CHAIRMAN: Gauging? 

Gauging the tenks. 

MR. FRA' LEY: The British American would 
have to see to the gauging of the tanks et the Yuloan-~ 
Brewn well: 

Yes. 

And would also have to invoice your Company? 

Yes. 

Because you pair. the British American, of course, for 
this? 

CGertsinly. 

You received your invoices from the British American? 
os: 

The pipeline loss. which you speak of in your letter, 
2% pipeline loss, who absorbed that? 

That pipeline loss wes the usual Government allowance 
for erude transported over pipelines. 

Government allowance? 

Yes. 

ell now, I never heard that before, why do you say 
it is a Government allowance, Mr. Kemp? 


Because on all of the Government production and royalty 


basis. 


Beeause what? 


Because on all of the forms supplied to us by the 


Government for submitting oil production and royalty 


statements, there is a place there for a deduction 
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of lj loss. 
Oh yes, you mean this, now that is a new one, but at 
that time it was 2% 
tes. 

This is the Department of Lands and iiines? 
eS. 
To whom you make returns for royalties due to the 
Provineial Crown? 
Tea. 
And on that statement it shows a 1% pipeline loss 
which you, Ssay..... 

% now. 

That is just a charge imposed by the pipeline Company 
cS 1G hot? 

I believe so, yes, but that allowance was given us 
by the British American. 
My understanding is that your company was not, and is 
not yet satisfied, let me get the figures in first, 
what is the experience of your Company under that 
contr ct? 


According to the figures compiled. 

Is this a copy of the statement showing the’ oil that 
you have received from the Vulcen-Brown. well? 

And Brown well Wo. 3. 

&nd from well Wo. 3, the Brown well No. 3, both through 
the British Aneriicat Oil Company‘ 

Yas. | 

It shows the amount you paid? 


The amount of oil we purchased the price we paid 


for it with the handling charge in addition, and the 


total cost. 
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MR. FR-'TLEY: I would like to offer this 
statement. 
STATEMENT SHOVING AMOUNT OF OIL 
PURCHA SsD BY GAs & OTL PRODUCTS 
FROL BRITISH AMERICAN OIL COMPANY, 
WITH THa PRICE HERS MARKSD aS 
Ron LRT t40r", 

q That statement shows that the Gas & Oil Products paid 
the British American Oil Company? 

A I would not say Gas « Oil Products, Mr. Frawley, because 
after the arrangements were made the actual purchsse of 
this oil was made by the U.P. Oil Company. 

Q By tne UsPs Oil Company? 


Yes, which is en associate company of Gas & Oil Froducts. 


Q And ite function was what in this transaction? 
A To purchase ¢that oil from the Vulcan-Brown or from 


the British American Oil Company. 


Q md. sell it to Gas. & O11 Products? 
A Tes 
Q There was another subsidiary of your Gas « Oil Products 


interpose@ in the arrangement? 

4 Yes, not a subsidiary, but an associate company. 

Q But there was paid to the British tmevican O11 Company 
for this oil by either Gas & Oil Products or an 
associated company with it? 

A 05, 000.00. 

Q 05,498.50? 


A Yes. 

Q For a period commencing in July? Do you know when in July? 
A No. I cannot say, ir» Frewley, just when the t was, when 

+ v > : ; 


it would be. The crude oil supplied from the Vuledan- 


Brown, at least from Brown No. 4 well, during the month 
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Q And you paid the British 4merican as a handling charge 
a total of 579.20 during the period July to the end 


of September? 


a Yes. 
Q That is correct? 
Yeas: 
July, 
Q As follows, the month of /$3.86, for handling charge, 


eed the total amount of oil bought at that time edd 46; 
in the month of August you paid 263.06 for the handling 
charge, the totel oil having amounted to $15,987.12; 
in the month of September you psid $212.90 handling 
charge, and the total oil purchased being $13,019.42; 
in the month of September you paid $99.38 handling 
Charge, the total cost being, they are both September, 
the 15th and tl 30th, $99.58 handling charge, total 
reported purchased amounting to 36,062.18, whet does 
that other item mean, in th month of October "additional 
for 1% pipeline correction 9194.32", you paid an 
additional $3194.42 for a pipeline correction, that 
was under the heading of cost of oil? 

4 I think thet thet came in on aceount of the fact that 
the Government changed that 2% pipeline allowance to 
a 1%, and that was the reason for that correction. 


Q Mr. Kenp, I only want to get things straight, but I 


a 


do not follow you at all when you put any part of the 
responsibility for this pipeline loss on the Govern- 
ment, perhsps you do not just understand it? 

Yell that is an allowance that apparently is made by 


the Government for crude being transported by pipe- 


Line. 
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aoe 


“ie lL @ee#eeeo 
fs "e@ are allowed thst on these Government returns anyway. 


Q You do not use the Royalite Oil Company's pipe.ines? 


Mis 


Noe 
Q In all politeness I chink you have not had the proper 
impression of thet pipeline and who was responsible 
for that pipeline loss? 
4 Probably not, Mr. Frewley, but that is my recollection 
Ofvthis thing. 
Q You see it on most of these Government returns ? 
Yes, we have that on the Government return, and that 
there was en allowance of 2% given for oil transported 
over pipelines and it has been changed recently to 1% 
so that I presume thet this acditional 1% pipeline 
correction takes care of the. what we had been invoiced 
previously, and to tske care of this 1% drup, in that 


Pipeline drop. 


Q. I will ask Ilr .Uatt just as to what that means. 
A Probably he can give you the explanet ion. 
THS CHAIRMAN: Do you see any hope, im. 


Frawley, of our finishing? 


MR. PRAVLIY: NO. 


He CHA LRMAWN: If we cannot possibly finish 


this morning with the witnesses you have here available, 


we might as well adjourn. 


UR. PRSVLSY: I have taken quite a time with 


the correspondence. I do not went to deceive you, but... 


Tut CHAIRM/N: Use your own judgment. 


Mee FRALEY: Iam just about finished with 


lr. Kemp, but Mr. Harvie may have a lot of things to 


ask him, I do not know. 
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THE CH/IRMAN: het is this all leading to? 
Vee yLEY: - Iam leading to it right now. 
THe CHAIR N: “@ will go on and see. 
Te WR hay. ¢ Mir. Kemp, if you had been 


privileged to deel with the Vulean-Brown, we will 
eall it the Vulcan-Broin well, but perhaps it is the 
Vulcan-Brown Oil Company. 

The Vulcan-Brown Oil Company. 

If you hed been able to go to the Vulesh-Brown Oil 
Company and make the bargain with it for your crude 
requirements, what. wouleé you have had to pay*# 

I presume, had we been able to purchase it from then, 
we could heve bought that oil at the posted field price. 
At the posted field price? 

Yes. 

You were providing the expense of the means of taking 
it away? 

Yes. 

ere you not? 

Yes. 

So I pr3sume that paying the posted field price, is 
all that you would have had to pay? 


Yes, I should think so, yes. 
But due to the intervention of the British american 
Oil Company, and the fact thet theyrhoaa this production 


tied up under their production contract, you had to do 


business with them? 
tes 
That is right is it not* 


Yes. 


And you, therefore, had to pay them e handling charge 
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which they imposed? 

That is correct. 

And thst amounted to $579.20 in th period of July, 
August and Sentember? 

That is right. 


Pee Re Ls Y Thet is all I have to ask. 


POS Ph. HARVIE: Mr. Kemp, you are familiar 
with the negotiations from start to finish in connection 
with this deal? 

Yes. 

And you carried them on? 

Yes. 

Are’ you satisfied with it as a deal, so far as you are 
concerned, do you think it is a fair deal? 

Personally I was very glad to see that deal put through, 
because we had spent considerable time trying to get 
enough crude to keep the plant going, but so far as the 
Company is concerned, the feeling is that we should have 
been able to have purchased crude oil in the Valley 
without the payment of any handling charge. 

And in all the circumstances you thought a two cent 
handling charge was a fair charge, and you agreed to 
pay it? 

I agreed to pay it, yes. 

You thought it wes fair under the circumstances, 
personally? 


Personally, yes. 
Lir. Kemp, do you know if you took all the oil that 


wep being produced from the Vulcan-Brown, during tha‘t 


period, or whether arrangements had ta be made to take 
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such oil by the British American, to take such oil 
as you did not take from day to day? 

A as I understand it we didn't take all the oil which wes 
available at the Vol can-Brown well during the period 


that we secured crude from that well. 


MR. RVIG: Thankyou. 
MR. FRAWLEY: Mr. Watt. 
THE CHE IRM:N: May I just get the point of 


this, Mr. Frawley, is it an indictment of people 
making contraets or what? 

MR. FRAWLEY: It is a desire to show that 
there is some inability on the part of people who 
desire crude, to deal with an ~independent well, 

I cannot Be better than you have put it, Mr. 
Chairman. there the contract stood in the way, and 
the people who had the contract imposed a charge. I 
am not making any charges against anybody, but I think 
it 2s something, in view of the fact, of. tim scopes 
this Commission and a:l the things that we have to go 
into, that you should know, whether or not this has 
militeted, the existence of these contracts has 
militated in any way ogainst the freesiom of obtsining 


crude supplies by any Company. 
THE CHATRILAN: The idea being, whether a 
gontract for the output of the well for ite lifetime 
should be put at an end? 

It mey lead to that. 

MR. CHAIRMEII: I wanted to know what it was 
all Dou. pecawee it seemed reasonable, if somebody 


buys something and they 0 to sell it again, they 


will sell it at a profit. 
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Mix ry FRAWL SY : Yo Se 
BeJOR, EAPSETT: This is not in any way 


affected by the main pipeline, the control of the 
main pipeline doesn't come in? 

Mae, PRAWLEY: No, the British American 
would have moved it, if they had moved it themselves 
they would have moved it through the pipeline. 

MAJOR LIPSETT: But the control (ot. 3% ne pipe= 
line does not give any power over this deal at all? 


MR * FRA WLEY : Oh no e 


(Go to Page 1020 
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GEORGE EH. WATT, having been 
first duly sworn exuminea by Mr. Frawley said: 
hire Jatt, you are the Production Manager of the 
British American Oil Company at Calgary? 
In Cak gary, yes. 
And you are the person that made the arrangene nt 
with the Gas and Oil Products to let it have the 
production or some production from the Vulean 
Brown Well last August? 
Yes, with Mr. Kemp of the Gas and Oil. 
And you finally arrived at some arrangenent where- 
by they would pay you posted field price plus a 
hardling charge of 2¢ a barrel? 
Yes, and allow them a 2% pipeline allowance. 
Yes, and what handling did you have, what expense 
was your Company put to after it had turmed over 
this production to the Gas and Oil Froducts? 
well we had the expenses involving, before we 
started to turn this thing over, in the way of 
making our arrangements as regards our crude 
and arriving at the position where we could sup- 
ply the Vulean Brown, which entailed long-distance 
telephones to Toronto and so forth, and then 
after the arrangement was made then the staff had 
és supervise the goug ing of the tanks before de- 
livery ig made to the gas and oil pipeline. Then 
there is the administration of that, office ex= 
both in Calgary and through our Head Office 


penses, 
in Toronto and of course the collection of the 


account. 


Wire Watt,what is the position of the small refiner 
We We ’ ee 
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coming into Turner Valley to purchase erude oil 
direct at the well-head, is he under any dis- 


Aabslity at al1?. 


ri Not at the present time, if he has the money to 
Payer loer Lt. 
Q That is unless he runs up against a well that has 


contracted its production. 
A No, he can put his nomination in to the Conserva- 


tion Board and get what he wants. 


3) Oh yes, then he gets pipeline run. 

A He gets pipeline run. | 

Q But if there should be a refiner desiring to pur- 
Chase at the well-head so as to get oil of one 
uniform gravity, is he under any disability? 

A The only case, wsr.e Frawley, of that is where a 
refiner wants to get 4@ high gravity crude. 

Q I mean there are not many of them looking par- 
ticularly for low gravity crude, but whether 
it be high or low. 

A Pipeline run. 

Q Would be low, there might be such a thing as there 


is high gravity crude, pipeline run and low gravity 


crude, or is that theoretical? 


A I would not say that. You take the pipeline run 


is what is looked upon as being the regular pur-~ 


chase. | | 
Q Ané that is wha he must, he aust content himself 
with that? 
A Yese 
Q Ana if he has a skimaing operation or a tapping 


plant, as Mr. hemp ealled it, it makes it difficult 
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for him to run anythiig but high gravity, there 
are such people as that. 

Yes. 

Then he is under Some, is he under some disability 
then in using pipeline ane 

Peviss but Dd think. ier. Frawley, that you should 
ask the Conservation board what they think of high- 
grade of oil in value. 

High-grade. 

What they call high-grade and whether your Conser+ 
vation Board would be in favour of that. 

what does that mean, high-grade? 

Buying crude of a high gravity from any one par- 
ticular well. 

Is there some objection to that, that is the wery 
thing I am putting to you, is there some objection 
to that? 

Yes, because of the intermittent purchases. 

T am doing that because I have a brief here from a 
man in Regina who does not think he can afford the 
expense of coming up, and he 1s #rxious to have 
brought to this Commission his difficulty in ob- 
taining crude from a well of a particular gravity. 
It would involve a great deal of trouble in hand- 
Linge 1. 

It would what? 

Involve a great deal of trouble in handling it. 
Trouble to whom or by whom? 

Jell to the well owner or the party who might have 


that crude under contract and have to supply it. 
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If this man in Regina has a truck Or a number of 
trucks and is willing to send all the way up to 
the well-head in Turner Val ley to take that par- 
ticular crude, because it is of a particularly 
high gruvity you see and more useful to him, more 
profitable to him in his Operation, there is 
nothing to prevent that operation going on, is 

t her s? 

dell it would mean possibly the establishment of 

a great deal more storage, tank storage at that 
particular well. 

At that particular well? 

ind might mean that you would lve to have gaugers 
On there night and day waiting for these trucks 

to arrive and they might not arrive at all for two 
or three days if you had a stom or mw ything like 
thet 

You know, thet is why I ask you, you know all about 
these things, some of these refiners would like to 
do that, you know that? 

Yes, I have been asked for it. If is was possible, 
but there were so many difficulties connected with 
it that it sakes it almo st impossible, not im- 
possible but very difficult to handle. I think your 


Board will advise you on thet, mr. Frawley. 


TO Mk. HARVoY: 
wr. Watt, Guring the negotiation and when you first 
V3 eo ¢ 9 

received the request from the Gas and Oil Products 

or the Un P-,,to supply this oil, it was eventually 


worked out that they wanted about 20,000 barrels 


over the 30 day period? 


Tr tis correct. 
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Q ipproximately 1000 barrels a day? 
ri 1000 barrels a day for 30 days. 
4) You canvassed the Situation on behalf of your 


Company to see if that request could be complied 


wit h? 

A Peddie 

Q why did you choose the Brown, the Vulcan Brown 
well? 

& that was the thought that both ir. Kemp and I had, 


that well being the closest well to the Gas and 
Oil Products plant and a well that had sufficient 
production to satisfy the other requirements in 


this particular case. 


Q In other words it was the most convenient well? 

A The most convenient. 

Q To them, regardless of your own requirenents? 

Li That is right. 

Q Did you make any suggestion or was it discussed at 


all, that they deal directly with the Vulcan Brown 


Company? 
Ai I don't think that was brought up but I did go to 
the Vulcan Brown Company to find out if they wished 
to deal direct with the Gas ard Oil Products. 


{ And what did you find out? 


ry They found out that, I found out that they were 
against dealing direct with the Gas and Oil Products 
as they hada contract with us and they did not wish 
to break same- 

Q So that happened, they felt that they would rather 


have you look after the thing, instead of making a 


direct deal? 


NCHA tO RPE ct 
Se ae and 


ify 


aaa 


22 


te 


fone tba 


George Le watt. 


ra 


= 


kD 


= VO eae 


That is right. 

During this period, I will give you the date, from 
the 18th of August until the 24th of September, 
were the dates of the lst and last deliveries of the 
oil. 

I think that is correct. 

And during that period, which was a period of 

58 days, the Gas and 0il Products did not take all 
the production from the Brown Vulean well? 

You mean the 1000 barrels a day? 

The 1000 barrels a day. 

No sir. 

Do you know how much they did take? 

Spproximately 28,000 barrels. 

which would be 757 barrels a day? 

Theat is correct. 

In other words they did not take the anticipated 
amount over that period on a day to day basis? 

No, the original agreement was for 1000 barrels a 
day for 30 days. 

Are they didn't take that? 

No. 

Now that necessitated you meking arrangements to 
pump the surplus? 


Yese 
On the Vulcan Brown leuse there was not sufficient 


storage to look after the excess? 
I do not know what reason they had. 
But you did from time to time have to pump? 


To take care of the situation. 


So it meant doubling the work so far as gauging ama 
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invoicing ana everything? 

vi) It would be possibly an additional work so far ag 
gauging is concerned, I don't think it mattered 
50° fox" “as “the invoicing. 

Mr. HARViy: | That is all. 

Q THs CHATRiVA Ws Did you build or are you 
building a refinery, your Company, either in Turner 
Valley or in Calgary? 

i We are in the process of building a refinery now in 
Calgary. 

Q In Calgary. 


L In Calgary. 

Q To refine Turner Valley crude? 

A Yes. 

Q And it is being built right now? 
4 Yes. 

Q At what expense, do you know? 


dell it is estimated a million and a half dollars. 
Q A fiillion and a half dollars? 


rs Ye Se 


Q I suppose your company would take into account the 


life of the field before building a refinery here? 
They would have to give certgin consideration to that. 


MR. HAnVEY: +e Cheirman, I Might say it was 


anticipated that a properly quelified officer with 


full knowledge would appeur before the Commissi on 
on these matters, although Mr. Jatt is perfectly 


capable of answering some of these quest ions. 


Q THs CHATRuAN: I just wondered why you would 


spend a million end a half. dollar af“the Gige or 


this field was only two or three years? 
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A There may be other fields before the Turner Valley 
field goes out. 
Q In Alberte ? 
A In ilberta. 
Q Would it be built to take care of crude from any 


other place, would it be built in Calgary. 

A Pardon. 

Q Would such a refinery be built in Calgary to take 
care of the refining of oil from other sources 
than Turner Valley, or that field generally? 

di If the field is reasonably adjacent to Calgary. 
Pirie hts. d will not. pursue it. 

MAJOR LIPSHT?: ure Watt, where you make a 
contract wth a well to take oil fram then, is 
that similar to the Imperial contract in this 
respect, that you must get the whole production 


of the well. 
THY CHALRIAN: Yor the life of the well? 


D 


4 The contract usually is for the life of the well, 
but we can only take from that well the amount, 


the allowable as set by the Conservation Board. 


) Quite so, but they cannot sell their oil to anyone 
else except your Company? 
A According to the contract. 


Q MAJOR LIPS#TT: Then if an independent refiner 


yents oil, is he in practice compelled to go to 


you or the Inperial? 
A Ne sir, he can now make his nomination on the Con- 
servation Board and get his requirements as long as 
4t is within the allewable of the field. 


But assuming that all the wells were under contract 
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to the Imperial or the British American, how 
woula he gat it, how would the independent get it? 

A All he has to do is to nominate to the Conservation 
Bnard and he will get his requirements. 

Q Without any handling charge such as this 2g? 

4 He would have to take that from the end of the pipe- 
line aid he would have to pay the pipeline charge 
the same as everybody else has to do. #de have to do 
What, GOOs 

Q Well in the case of a well such as this Vulcan Brow 
well, wiere it was not on the pipeline? 

A That is why there had tu be a special arrangement 
made in order that the Gas and Oil Products could 
get the crude for their refinery, wonich was so close 
to this well. 

Q And in that case you had the well tied up, I am not 
saying it was not quite fuir. 

A No. 


Q That they had to come to you and give you this hand- 


ling charge. 


A we were in the best position to handle the matter and 
we did. 
Q Then that could place the independent refineries in 


a disadvantageous position with regard both to your 


Company and to the Imperial? 
B No, they have the same right as we have.e We can 
only buy from the end of the pipeline but it so 


happened that that g@its our purpose. If Wr. if 


the Gas and Oil Products refinery was in Cal gary 


then the question would not have come up at all. 


Q Ls there any way in which this particular refiner 
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could have gone and got the crude without a hand- 
ling charge to your Vompany, either to your 

Company or the Imperial, at that particular time? 
If there were any wells available they could have 
contracted with them. 

Well could they have contracted with them to get 
the quantity of oil which they wanted, would the 
well not be in this position, if they sold them 
some oil they could not sell the balance cither 

to you or to the Imperial because you would not 
take it, unless you got all the production. 

You take it, it was « case that here was 50,000 
barrelg rem ired right in the peak season of the 
year and at a time when we were beginning to be 
worried about the rise in the gas-oil ratios and 

if I remember right during tht time the allow- 
able that the Vulean Brown well dropped from some 
1900 barrels down to 1100 barrels. 

I am not even suggesting Mr. watt that you did not 
give full value. 

IT understand that sir. 

It is not that, but I am trying to get the position, 
I quite understand if any well down there, 2 au 
supplies an independent refiner who cannot take the 
whole production, is that well then out of bus- 
iness for the rest of its production by reason of 
the fact thet neither you nor the Imperial Oil will 


take it? 


I would answer it this way, thet when we contract 


a well we take that well over the whole year, dur- 


ing the winter months and if we cannot use that 
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production from that well, we have to store 
that production so that it cam be taken from 
that well a certain «mount during all, during the 
whole of the vear. 
You prorate them all equally? 
Tet is it, sir, but here is an instance where 
there is 0,000 barrels demanded right in the 
very peak season of the year and possibly not 
calling on us for, until the next peak season. 
I appreciate those particular circumstances in 
that case and that you gave them this supply 
at a time when they were more or less stuck for 
Q@ supply. 
Yes. 
I am just trying to get the picture in the 
ordinary case of an independent refiner and an 
independent well that wants to supply that re- 
finer as far as its reqvirements will go, but 
they have more oil than that refiner can con- 
sume, is the well then unable to market the 
balance of its product by reason of your con+ 
tract and the Imperial Contract? 
That is if they had no contract with us. 
Yes, and couldn't get one if they continued to 
supply this independent refiner? 
Well the reason possibly why they had not con- 
tracted to the British smerican O11 Company or 
the Imperial Oil Company is tit they anticipated 
g contracts outside of those two companies 


securi 4 


in order to dispose of their production and if 


they are unfortunate, that somebody has fallen 
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down on them and they cannot do it, that isa 
risk of the business and tint is why the other 
companies are anxious, other producing ccmpanies 
are anxious to make contracts with us the ma jor 
compe nies in order that their production wi ll 
be taken over the year. 
MAJOR LIPSET?: Thank you. 

2, MR. FRAWLEY: hir. Watt, do you pay any 
storage for wt yov have down in the Imperial 
Refinery? 

4 I am sorry Wir. Frawley I cannot answer that, it 


doesn't come under me. 


MRe FRAWLEY: I will file this map. 
MK. NOLAN: Muy I ask ir. Watt one question? 
THa CHATRWAN: Certainly. 


TO ime NOLAN: 


Q Mr. Watt, you are the Production Manager of your 
Company? 

A Yes. 

Q As such you have a special knowledge of the pipeline 


facilities of the royalite Oil Company? 


A Yese 


And the manner in which they serve these wells 


which are under contract to your Compan y? 


é Yes. 

Q Would you say ti.at the pipeline facilities were 
adequate, Mr. Watt, or inadequate? 

A I will answer that this way, that we have recBived 


excellent service from the koyalite pipeline. 


MR. NOLAN: all right, that will be all. 
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& MRs FRAWL2Y: Do you know anything about suffering 
any loss in grade on either crude or refined 
products being moved in over these lines? 

A I am sorry again, that does not come under the 
production department. 

MR. FRAWLEY: I will then file this map, 
this is the map originally made by Mr. Link anda 
he has either at his ow instance or at our rex 
quest shown on that map lire Davies! area "A" ané 
"BY" in a different colored hatching. He has also 
shown all of the drilling wells either in or out 
of areas "A" ané "B" and all the producing wells 
whether in or out of areas "A" and “B". He has 
also shown in different colours the acreages of 


the Royalite O11 Company. I think that should be 


an Exhibit. 
MAP PRODUCED AND WARIKED AS 
@XHIBIT 41. 

THE CHATRMS i: You have something. 

MR. NOLAN: I have a history of the pipe- 


line laid from the day the pipeline was installed, 
the 24th of Nowember 1925, to the 80th of November 
1938, showing, sir, the variation in the history of 
shat price and the volume of the daily run through- 


out the period. I think that is what was wanted. 


I will not take time to read it sir, it is per- 


fectly plain. 


THE CHAIRMAN: You have seen that. 


MR. NOLAN: No my Lord, Mire Frawley has 
not seen it, it has just come. 


TH CHATRMAN: You put it in subject to any 


4 ¥ 
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exadination by hr. Frawley that he may see fit to 
make with respect to it or anyone else of course. 


That will be uxhibit "42". 


STAT SLON?T PRODUCED BY ik. 
NOLAN IN REFGRuNCE TO THE 
PIPLLING RATE SINCE Ik 
SYALLATION Hath wAKKBD AS 
LAHIBIT 42. 
THs Cite Doi alls Now you were also providing 
some more. 
MRe NOLAN: I was going to provide, sir,. 
I do not know that it was for an exhibit, I mean 
an estimate of the investment or this pipeline 
cOfipany, to be broker up in a very general way 
between the trunk line and the gathering system. 
This has been prepared by my accountant, sir, and 
it does not take into consideration the very contro- 
versial qrestion such as depreciation and the rate 


of depreciation. I think youwanted to know, sir, 


how much money has been put in. 
TH CHATRaws N: Treat is right. 


whe NOLAN: Then I think that will serve 


your purpose sir. That has not been shown either 


to ir. Frawley, because it has just come in. 


TH CHATIu.AN: I think we will receive it now, 


wre Frawley, subject always to your examination into 
a4) 


its accuracy. 
“Re FRAWLEY: TI want to say to lire Nolaa that 
Mr. Morrison went over it last night, this is the 


first time he has seen this but this ic the result ar~ 


rived at. 
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TH CH ARRMAN: Well I will just take it in 
that way now, its accuracy and so on may be 
examined later. [ take it that no one wants to 
enter upon that at this time. 

hime NOLAN: That is so sir, and the 
accountant will in due time enlarge upon the 
whole thing, although this is a very small part. 
THE CHATRMAN: Then the history of the pipe 
line is Exhibit "42" and this statementsof 
monies, capital expenditures in eaopeat of the 


pipeline will be xhibit 435". 


STéATinaL NT OF CAPITAL EX~ 
PaNDITURES Ri; PIPELINE 
Highs dadniijD AS wXHIBIT 43, 
MR. NOLAN: way I take these exhibits 
away and have copies made. 
THa CHALIMA N: Yes. 
line NOLAN: Then they wanted from me the 
Royalite bala#ce sheets. 
TH CHATRLAN: Yes. 
MRe NOLAN: Now I have them for the years 
1921 to 1937 inclusive, from the years 1921 to 
1937 inclusive.e Now they are rather awkward, sir, 
because they are of varying sizes and bulk. 
THE CHALHiaA N: I suggest they be put in, 
well I don't know, I was going to suggest they be 
put in one large envelope but it may be, they nay 
be discussed separately. 
MRe FRAWLEY: Yes, it might be worth while 


to give them separate numbers. 
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THE CHAIRMAN: 4t least for the moment and 
for the purposes today it would be convenient 
to file tham as one and they can be sub-divided 
later if and whem it is necessary to refer to 
them separately, if that will be satisfactory. 
Line NOLAN: Yes my Lord. 

TH CHAIRMAN: Then those balance sheets 


will be placed in one envelope and made #xhibit 


44. 
BALANCi: SHEETS OF TH# ROYALITE 
OIL COMPANY FOR THE YEARS 1921 
TO 1937 INCLUSIVs HERE M&REED 
AS »wXHIBIT 44. 

TH: CHAIRMAN; Anything else? 

wine NOL: WN: I do not think of anything else. 

WMRe FRAWLSY: E think there is nothing else. 


Then this will conclude the sittings until, it is 
understood then, the 9th of January, that was the 
date agreed upcn. 

THE CHAIRMAN: As I understand it, everybody 
concerned who has voiced an opinion is of the 
opinion that we cannot usefully meet before that 
time and that being so, that being your opinion 


ir. Frawley. 


WR. FRAWLSY: Yes. 

THS CHAIRMAN: That is your view to, Mr. Nolan, 
is it. | 

MR. NOLAN: | Yes. 


THE CHAIRMAN: And you lr. Smith and Mr. 


Harvey. 
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TH CHATHMAN: Lf you aii think that, Lr 
think there is nothing for it but to edjourn now 
until the 9th day of January next and we hope 


you will all have a pleasant holiday. 


(The investigation was here adjourned te be 


resumed January 9th, 1939.) 
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